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POST-WAR WAGES POLICY IN NORWAY 
I 


The experience of recent years, both in Britain and elsewhere, has made 
it increasingly clear that the determination of wages over the whole field of 
national economy is greatly affected by the framework of institutions through 
which industrial relations are carried on, as well as by the extent to which the 
various individuals and organisations concerned have clearly defined and 
worked out lines of policy. This is certainly true of Norway, where deliberate 
planning has played a large part in the structure of both employers’ and 
workers’ organisations, as well as in their recent policy and that of the 
government. 

Norwegian machinery for collective bargaining and wage negotiation is, 
by comparison with British, highly centralised. The main historical reason 
for this appears to be that in the early days of the trade union movement, at 
the beginning of this century, leadership devolved strongly on the Federation 
of Trade Unions (the equivalent of the T.U.C.) as only in this way could the 
scattered individual trade union organisations of that period bring their 
influence to bear. The Federation thus gained an ascendancy which it has 
never lost, and its authority over the unions affiliated to it has since grown 
rather than diminished. As a counterweight to the Federation of Trade 
Unions, the employers also set up a central organisation which has if anything 
greater authority over its affiliated associations for individual industries 
than has the Federation over its affiliated unions. 

At the end of 1949 the Federation had 39 affiliated unions, with a total 
membership of 473,000. The number of potential union members in Norway 
is about 670,000, so the percentage of union organisation is very high, and 
approaches 100 per cent in many important industries. The trade unions 
are by far the strongest non-official organisation in the country, and through 
their close co-operation with the government, their widely-spread member- 
ship, and their effective organisation, they have a very great influence on 
policy. In 1923 it was decided by the Federation that industrial unionism 
should be the general form of organisation, and it has since gradually been 
extended, so that to-day between 85 and 90 per cent of trade union members 
are organised by industry, and only a small number of craft unions remain. 
The prevalence of organisation by industry means that membership demarca- 
tion lines are clear, and inter-union disputes comparatively rare; the Federa- 

41 The population of Norway is approximately 3,250,000. 
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tion has powers to make binding decisions in settlement of them. Of the 
affiliated unions, two—the Iron and Metal Workers and the Building Workers 
—have over 50,000 members, one—the Municipal Workers—between 40,000 
and 50,000, seven between 20,000 and 40,000, and the rest less than 20,000; 
thus no one union, or small group of unions, is powerful enough to dominate 
the movement. The growth of trade unionism was especially rapid in the 
’30s, when it came to include many office workers and civil servants, who 
had not been previously organised; and organisation extended rapidly among 
workers in seasonal occupations such as agriculture, forestry and road main- 
tenance. The membership of unions affiliated to the Federation grew from 
114,000 in 1929 to 356,000 in 1939. Politically, there is a close association 
between the trade unions and the Labour party, which has carried the respon- 
sibilities of government since 1935; all the leading members of the trade 
unions are members of the Labour. party, and there is a permanent joint 
committee (which includes the chairmen of both organisations) for co- 
operation between the Labour party and the Federation. Communist 
influence in the unions has been rapidly diminishing, and is now slight. 

The Secretariat of the Federation is elected by its Congress every fourth 
year; it consists of 15 persons, of whom 4—the chairman, vice-chairman, 
secretary and treasurer—are full-time officials, and the remainder normally 
chairmen of individual unions who hold both posts; they are as far as possible 
divided among the principal trades, and it is a rule that not more than 2 of 
them may come from any one union.! There is also a Representative Council 
of 120 members which meets as required between Congresses and serves as 
an important link between the Federation and the membership; it is expected 
to sanction the Secretariat’s policy in regard to wages and working conditions. 

The Federation is thus organised as a body with a large measure of inde- 
pendence, which can provide leadership for the trade union movement as a 
whole while keeping closely in touch with the leaders of the individual 
unions. It is usual for the individual unions to consult with the Secretariat 
on policy regarding wages, working conditions, the steps to be taken in dis- 
putes, and other important matters, and for the Secretariat to give them 
advice as to their line of action. If a dispute with employers is likely to 
involve more than one union, or if any union wants economic support from 
the Federation, it must obtain prior approval from the Secretariat before the 
dispute is entered on, and the Secretariat can take over the leadership of the 
dispute in co-operation with the unions concerned. The Federation has 
considerable funds at its disposal which can be used for strike benefit 
though individual unions have their own strike funds also. 

The Employers’ Association includes firms employing about half the 
workers in the most important industries—generally speaking the larger 
firms. Certain important groups of employers, such as those in the paper 
industry, the forest owners, and the tramp shipping owners, have independent 
i es eh atigeseas Association comprises as national industrial 

ponds to that of General Secretary in a British trade union. 
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groups which have their own executive organs. Members of the Association 
must not negotiate agreements with union representatives directly, but only. 
through the Central Executive of the Association or their national groups, 

and in the latter case local negotiations regarding existing or new agreements 

must not take place without the consent of the Central Executive. All 

dealings with the Federation of Trade Unions must take place through the 

Central Executive. Members undertake to observe the Central Executive’s 

decisions, or decisions of a national group approved by the Central Executive, 

which thus has a predominant voice in deciding whether agreements are to be 

entered on or terminated, and what procedure is to be followed by members 

of the Association in case of strikes. Fines can be levied on members who 

do not keep to the decisions of the Central Executive; the Association gives 

members financial support in strikes or lock-outs which take place in 

circumstances approved by the Central Executive, to an amount sufficient to 

cover factory maintenance expenses. 

For many years the Federation of Trade Unions and the Employers’ 
Association have taken the leading part in regard to disputes and negotiations 
in the major industries,though they have left less important matters to be 
settled between the representatives of the industries concerned. As agree- 
ments concluded with firms in the Employers’ Association have often been 
extended to firms outside it, its influence has been wider than its membership. 
Norway’s industrial history was stormy until about 1935, but since then 
relations have steadily improved, and can now be described as good. 

There is a statutory Labour Court which can give binding decisions on 
the interpretation of industrial agreements, so that strikes on this issue are 
illegal. There is also compulsory medzation—a State Mediator must intervene 
and make a recommendation before a strike can take place. Under normal 
circumstances both employers and trade unions are opposed to compulsory 
arbitration, but by an agreement made in Stockholm in 1944 between the 
Employers’ Association and the Federation of Trade Unions, and subse- 
quently given legal force, it was decided that, in the disturbed circumstances 
which were expected to follow the war, there should be a Wages Board 
(with representatives of the employers, the trade unions, and the State, the 
last-named having a majority)! which should have power to make binding 
decisions regarding wages if agreed settlements could not be reached. Thus 
no authorised strikes or lockouts could take place, though direct government 
control of wages has been avoided. The authority of the Wages Board was 
subsequently extended to cover working conditions as well as wages. Under 
the same agreement, affiliated organisations were to submit all requests for 
changes in wages (and subsequently working conditions as well) to the 
Employers’ Association or the Federation of Trade Unions. respectively, 
which, together with the affiliated organisations interested, were to negotiate 
regarding them. 


1 The Board has seven members : three State representatives, all with separate votes ; 
and two employers’ and two workers’ representatives, who have only one vote between two. 
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Complete control over all wages negotiations was thus given to the two 
central organisations; the more so as, after such negotiations had resulted in 
a collective agreement, its terms were to be legally binding. not only on their 
affiliated organisations but also on non-members. This last provision was 
removed in June 1946, because the trade unions—especially in the building 
trades—objected to the attempts of the Employers’ Association to prevent 
unorganised employers granting terms more favourable to the workers than 
those in the recognised agreements. The Federation tried to persuade 
unions not to conclude such agreements, but with only limited success; in 
September 1947 a wages stop law was introduced, though it was found 
politically impracticable to extend it beyond the end of the year. At the end 
of 1947 the 1944 agreement was modified by legislation so as to prevent 
employers’ associations or trade unions not affiliated to the central organisa- 
tions from terminating agreements without permission of the Ministry of 
Labour, and also to give legal backing to the authority in this respect of the 
central organisations over their own affiliates. Thus strong central control over 
the making of agreements was maintained in a slightly different form.1 

In February 1949, the powers of the Wages Board were considerably 
reduced; compulsory arbitration was in future only to be applied to claims for 
changes in wages and working conditions not approved, or only partly 
approved, by the Federation of Trade Unions or the principal employers’ 
associations. here has therefore been a partial return to free negotiation; 
the trade unions felt that to restore greater reality to collective bargaining 
would help them to maintain their authority over their members; and the 
increased stability of economic conditions appeared to justify the step which 
was also favoured by the employers. In June 1949, changes were made in the 
rules of the Trade Union Federation, giving it greater authority over its 
affiliated organisations. The new rules appear to give a constitutional 
expression to what has in fact been the practice from 1945 onwards: no 
union can put forward claims for a new agreement, terminate an existing 
agreement, or enter upon a strike, without the prior approval of the Secre- 
tariat, and if negotiations which are being carried on by the union concerned 
do not lead to a settlement, the Secretariat can take over their conduct. 
Under the revised system, therefore, the central organisations continue to 
have practically complete control over policy in regard to wages and working 
conditions, and only if there is a breakdown in their discipline over their 
affiliates, or in the case of unresolved claims by unaffiliated organisations, will 
use be made of compulsory arbitration. The new arrangements appear to 
have worked satisfactorily so far, and agreements have been modified without 
a breakdown in negotiations except in one instance, when a special Wage 
Board with compulsory powers had to be appointed by the government, which 
was unwilling to have a conflict in one of the chief export industries (fish 
canning). An important decision by the Labour Court has recently confirmed 


1 See Galenson, Labor in Norway, pp. 277-88, islati 
yawn Besa Yy, pp 88, for a full account of the legislation regard- 
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the powers of the Wages Board to require agreements with unorganised 
employers (specifically in the building trades) not to grant better terms than 
are contained in agreements with employers who belong to the Employers’ 
Association. 

Through the Trade Union Federation and the Employers’ Association, 
therefore, with the assistance of state mediation and arbitration, a fairly 
extensive degree of control has been exercised over wage movements, though 
general economic conditions have of course continued to have a great deal 
of influence. The Norwegian economic system as a whole has also been 
subject to a large measure of planning during the post-war period. There 
has been rigorous control over prices, both wholesale and retail, with the 
object of keeping them stable as far as possible, and over dividends, which 
are limited to 5 per cent per annum, except in special circumstances and with 
the permission of the price control administration; export levies have 
checked undue profits from high export prices. Interest rates have been 
kept down to 24 per cent. There has also been licensing of imports and ration- 
ing of scarce raw materials, and the main foodstuffs have been heavily sub- 
sidised. Economic policy has been directed to the carrying out of a large 
programme of reconstruction, to replace the 25 per cent of the national 
, wealth estimated to have been lost during the war and to expand industry 
so as to make possible a satisfactory international trade position and an 
eventual improvement in the standard of life. Capital investment has 
therefore been extremely heavy, amounting to between 20 and 25 per cent 
of the net national income in each post-war year. In these circumstances 
there has been a great demand for labour, ‘and registered unemployment has 
been about 1 per cent most of the time—rarely as much as 2 per cent. There 
has not, however, been any direction of the movement of labour, except for 
a law of 1947 which gives powers to require official permission for the employ- 
ment of more than three building workers. It is also stated that they must 
not be paid more than the rates specified in the recognised agreements. The 
object of this law has been to check the excessive demand for building labour 
and unduly high rates of wages in building. 


II 

In Norway, as in other countries, the movements of the cost of living 
have always played a very important part in negotiations regarding wage 
levels, and since the beginning of the war in Europe in September 1939 the 
trade unions have sought to have the movements of all wages linked in one 
way or another to the cost of living index. The other underlying idea of 
Norwegian wages policy has been the endeavour to raise the standards of the 
less well-off sections of the community. This also has its origins in the years 
before the war, and is a policy which has been sponsored not only by the 
trade unions, but by the Labour movement as a whole, which, from the begin- 
ning of the Labour party’s period in office in 1935, has sought to bring the 
depressed sections—farmers, fishermen, and workers in the older export 
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trades such as fish canning and the paper and pulp industry, where the 
standard of equipment is not high—up to the average level. On the trade 
union side, the idea has found expression in the form of a unified wages 
policy to be pursued by the movement as a whole, the unions to concentrate 
on securing better conditions for underpaid groups of workers, rather than on 
supporting the claims of the better-paid groups for further improvements. 
Since the war this policy has come to be fully accepted by the trade union 
movement, the government, and persons connected with industrial life 
generally. 

In January 1940, an agreement was reached between the Federation and 
the Employers’ Association that there should be a flat increase in all wage- 
rates, equivalent to an increase in the average wage for adult men proportion- 
ate to the increase in the cost of living from September to December 1939, 
and that subsequently wage-rates should be adjusted at quarterly intervals; 
but that, in order that wage-earners should bear some of the burdens of the 
conditions brought about by the war, increases proportionate to only three- 
quarters of the increase in the cost of living should be given. In fact only one 
of these latter increases came into effect, in April 1940, and the Germans 
subsequently introduced a wages stop. During the occupation some wage 
increases took place, particularly in occupations such as engineering and 
public works, to which the Germans wanted to attract labour, but these 
increases were never recognised by the legitimate Norwegian authorities, 
or by the trade unions, which in any case lost their freedom of action after 
the first year of the German occupation. 

Under the agreement made in Stockholm in 1944, an increase of 30 Gre! 
an hour for men and 20 Gre for women was given on all wage rates from the 
date of the liberation, May 8th, 19451; and a further increase of 20 Gre an 
hour for men and 14 Gre for women was awarded by the Wages Board in 
September 1945. It was estimated that, together with wage increases which 
had taken place unofficially during the war years, this would mean that 
three-quarters of the increase in the cost of living was covered. In other 
respects, agreements existing at the time of the German attack in April 1940 
were to be regarded as valid, except that it was not provided that wage-rates 
should rise automatically if the cost of living increased, though if the cost 
of living index rose by 5 points negotiations on wages were to take place 
between the employers and trade unions. The index did not in fact rise to 
this extent. 

The tendency of these flat-rate increases was necessarily to improve the 
position of the lower-paid workers, relatively both to those in better-paid 
industries and to better-paid groups within industries; and this tendency was 
strengthened by a further award by the Wages Board in the autumn of 1945 
giving moderate increases to workers receiving less than 1.50 kr. an hour. In 
1946, when a comprehensive revision of agreements in individual industries 
took place, the lower wage rates were raised and proportionately larger 

1100 dre=1 krone=1 shilling. 
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wage increases were made in low-paid industries—though these increases 
were not as a rule sufficient to cause workers in them to achieve full parity 
with the better-paid industries. The higher rates of pay were not directly 
affected by these agreements. 

In 1946 also the Federation of Trade Unions made a claim that full, 
instead of only three-quarters, compensation should be given for the increase 
in the cost of living. This claim was strongly resisted by the Employers’ 
Association, on the grounds that it could not be afforded at the existing rate of 
industrial production, and statements by leading members of the government 
indicated that they did not believe that at that period the full pre-war standard 
of life could be restored.1 In June the Wages Board decided that the increase 
sought by the Federation should be given, but in 3 instalments of 5 dre an 
hour each on all wages in September 1946, and March and September 1947 
respectively. The principle of full compensation for increases in the cost of 
living was also granted for the future, and it was provided that for each 5 
points by which the cost of living index rose or fell, for the months of February 
and August in any year, above or below the figure of 155.8 (1938=100) at 
which it stood in July 1945, there should be an automatic increase or decrease 
in all wages of 1.5 Gre an hour for each point. (The cost of living has in fact 
not risen so as to bring this arrangement into effect.). 

Since 1946 the Federation of Trade Unions, while it has been concerned 
to gain benefits for its members as far as possible, has had continually to bear 
in mind the need to avoid such wage-pressure as would be incompatible with 
the government’s policy of stabilisation, and would thus tend to bring about 
an inflationary price-wage spiral. The agreements made in 1946 were to run 
for two years, and only a few changes in industrial tariffs took place in 1947. 
In 1948, in order to maintain the policy of stabilisation, the Federation 
decided that agreements should be prolonged for a further year, except for 
those in industries with very low wage rates (for example the paper industry, 
whose workers all received a 10 Gre an hour increase under a new agreement). 
It was also agreed with the Employers’ Association that an increase of not 
more than 10 6re an hour should be given to male workers receiving less than 
2.50 kr. an hour (2.60 kr. in Oslo) and to female workers receiving less than 
1.60 kr. an hour (1.70 kr. in Oslo) up to these amounts. The increase was 
only to be given where piecework amounted to less than 25 per cent of total 

ings. | 
Ae Bers the same trend continued. In two of the low-paid industries, 
paper and canning, the Wages Board awarded general increases in hourly 
rates for both men and women, of 5 dre for all workers in the former, and 10 
ére for ordinary and 15 6re for skilled workers in the latter. In certain other 
industries moderate increases were made, and the process begun in 1948, of 
of improving the pay of civil servants according to a new scale, was continued. 
Most of the new agreements were to run for two years. F inally, by agreement 
between the Employers’ Association and the Trade Union Federation, all 


1 Cf. Galenson, op. cit., pp. 291-2, 
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male workers with average hourly earnings of less than 2.65 kr. (2.75 kr. in 
Oslo) and all female workers with less than 1.70 kr. (1.80 kr. in Oslo) received 
up to 10 Gre an hour, and at least 5 dre an hour, to reach these earnings. This 
addition was not to apply to pieceworkers. 

In addition, the Wages Board has, in each year from 1945 to 1949, made 
awards substantially raising wages in forestry and agriculture, which before 
the war were the occupations in which workers’ standards were lowest. 
They were included in the national unemployment insurance scheme for the 
first time in 1948. The Wages Board also made awards shortening weekly 
summer hours in agriculture from 55 to 51 in 1947, and in 1948 (with effect in 
1949) to 48; winter hours have been; 48 weekly throughout. In 1946 the 
government introduced allowances of 4 kr. weekly for all children other than 
the first; and from 1947 there has been a statutory three weeks’ annual paid 
holiday for all employees, the cost being met by employers. Employees 
receive their usual earnings during the holiday period. 

The great majority of agreements on wages and working conditions since . 
the war have been reached by negotiation between the unions and the 
employers—often with the participation of the Federation of Trade Unions 
and the Employers’ Association in the case of the more important agreements, 
and in a fair number of instances with the assistance of the State Mediator. 
Only in a small proportion of cases has it been necessary to have recourse to 
compulsory arbitration by the Wages Board, but these have included many of 
the crucial decisions involving substantial rises in the standard of life—for 
instance the general increases granted in 1945 and 1946, and the raising of 
wages which has taken place step by step in most of the post-war years in the 
low-paid occupations such as paper, canning, agriculture, forestry and a 
number of other less important trades, in all of which instances there was 
strenuous opposition by the employers.1 

The Wages Board has generally awarded a wage somewhere between 
what the employers offered and the unions claimed, though it has if anything 
been sympathetic towards the workers, and has taken into account the govern- 
ment’s policy of raising unduly low standards and the need to maintain the 
labour force in low-paid occupations as well as the economic position of the 
employers at the time. It has thus played an extremely important part in 
bringing about the equalisation of wages between occupations, which has 
been one of the main objectives of post-war wages policy. Though it may be 
said that economic forces—in particular, the shortage of labour—would have 
brought this about in any case, the intervention of the Wages Board speeded 
up the process and helped to prevent a dislocation of production through a 
failure to recruit young workers. In agriculture, however, where most of 
the employers and workers are unorganised, the shortage of workers has 
been such that the wages actually paid have tended to be above the rates laid 
down by the Wages Board. While the Board has had power to give decisions 


. : ; : 
ees: has never had statutory regulation of wages in low-paid or unorganised 
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on any matter concerning wages or working conditions, and has in fact had 
to do so on a large number of not very important questions, it cannot be said 
to have been the instrument of any large change in the wage system or the 
structure of wages within industries. For the most part these do not seem to 
have been altered in any fundamental way, and such changes as have taken 
place have been achieved by negotiation between both sides of the industry 
concerned. Piece rates, and rates based on individual skill—which are preva- 
lent for example in engineering—have moved up with basic minima, though 
the relationship between them has not necessarily remained the same. Where 
—as in a fair number of industries—the wage structure has consisted of a 
series of recognised rates for different jobs, the flat-rate additions made in the 
post-war settlements have tended to bring these rates nearer together, but 
(as will be shown in the next section) this tendency has often been counter- 
acted by changes, largely outside the recognised terms of agreements, made 
within individual firms.1 

The government, the trade unions, and the employers have all been anxious 
to avoid stoppages, and the system of compulsory arbitration was established 
largely with this end in view. In fact, compulsory awards have been accepted 
without much complaint; almost no official strikes have taken place, and only 
a small number of unofficial ones, so that the number of working days lost 
has been much less than in pre-war years. Except for the Communists, there 
has not been much opposition within the unions to the policies introduced by 
the trade union leadership. It would seem that the function of the Wages 
Board has been in the main to bring about results that, in its absence, would 
probably have been achieved by the strength of the trade unions acting in 
economic and social circumstances favourable to them, but not without at. 
least some stoppages and a consequent worsening of the industrial atmos- 
phere. The Board has also to some extent sheltered the trade union leadership 
from openly bearing the responsibility for agreements that have not granted 
all the workers’ claims. 

Under the new arrangements introduced in 1949, official strikes are of 
course legal in some circumstances; and a few small stoppages have taken 
place. At the same time another important change, bringing about greater 
flexibility in industrial relations, was made; the automatic adjustment of 
wages to movements in the cost of living index was brought to an end. 
If, however, the index were to rise or fall more than 7 points from the level of 
May 1949 (158.6) by February 1950, either the Employers’ Association or the 
Federation of Trade Unions could demand negotiations for an adjustment of 
wages, and if agreement was not reached a month’s notice could be given to 
terminate current wage agreements. The index did not in fact move so as to 
bring this arrangement into effect. In April-1950 the situation was further 
modified when the government announced that there would be a substantial 
reduction of food subsidies, which would result in an increase in the cost of 


1 Cf, Galenson, op. cit., Chs. IX and XII for a lengthy discussion of ‘the wage systems 
current in Norwegian industry and the awards of the Wages Board. 
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living; at the same time it was stated that an agreement had been reached, 
with the intervention of the government, that if the index had risen 7 points 
by September 1950 there should ke a meeting of all three parties to consider 
whether steps should be taken to adjust wages or increase social benefits 
such as children’s allowances. If this meeting cannot come to an agreed 
solution, the government will appoint a Wages Board to decide whether 
there is to be any temporary adjustment of wages, until the agreements made 
in 1949 expire in 1951. Thus recourse will again be had to compulsory 
arbitration if there is a threat of serious conflict. One of the main objects of 
the government continues to be to avoid the starting of an inflationary wage- 
price movement; and the other—that of bringing about a greater degree of 
equality in the standard of life—is likely to be pursued by rather different 
methods. 
Ill 

We may now review the available evidence as to how far Norwegian 
wages policy has succeeded in its objects of bringing about a more even 
distribution of returns between different categories of workers, and of helping 
to stabilise prices. 

In 1949 the total number of employed persons was approximately 860,000. 
Of these, about 300,000 were employed in manufacturing industry ; about 
100,000 in building and construction ; 75,000 in transport and communi- 
cations; and 100,000 in agriculture and forestry (this figure refers to 
employees, not the considerably larger number of small proprietors). The 
main industrial groups (with their approximate numbers of employees) are : 
engineering and shipbuilding (70,000); timber and woodworking (29,000); 
food industries, other than canning (25,000); clothing, including boot and 
shoe manufacture (24,000); paper and pulp (20,000); textiles (19,000); 
chemical and electro-chemical (11,000); printing and bookbinding (10,000); 
canning (8,000). The field of women’s industrial employment is rather 
restricted, women workers being found mainly in clothing (18,000); textiles 
(12,000); food, other than canning (6,500); printing and bookbinding (4,000); 
and canning (4,000). Between 1946 and 1949 the total number of employed | 
persons increased by about 10 per cent, and the numbers employed in 
manufacturing industry by about 25 per cent. Expansion in the different 
industrial groups has taken place at fairly similar rates; Norway has had no 
substantial problem of industrial readjustment to face, and the policy of 
‘Yaising wages in the lower-paid occupations has been a social rather than an 
economic one, though it has in fact helped to keep up the supply of labour 
in these occupations. 

Official statistics are available regarding average earnings for adult men 
and women respectively, in the principal industrial groups and certain other 
occupations. Time-work, piece-work and overtime earnings are included; the 
last-mentioned are stated to be of relatively small importance, and fot to 
account for more than 3 per cent of total earnings. .Except—as already men- 
tioned—in agriculture, there has been no appreciable reduction of weekly 
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hours worked as compared with before the war. In industry the 48-hour 

week has remained standard, though with the introduction of the 3 weeks 

annual holiday in 1947 the average number of hours worked per year has been 
reduced by about 2 per cent. Geographical differences in wages are fairly 

marked—rates in all occupations tending to be relatively higher in the towns 

and eastern Norway, and lower in the west, north-west and country districts 

generally—but there is no evidence that they have changed substantially 

since before the war. 

Tables I and II below show the movements of average earnings for men 
and women respectively.1 The movements of wages shown in these tables 
suggest the following conclusions. In regard to men’s earnings, with one 
exception (textiles) the groups whose average earnings were below the level 
of industry as a whole in 1938 are now less far below it, and one group (boots 
and shoes) is above it. Most of the groups above the average level in 1938 
have retained a roughly similar relationship; two (chemical and unskilled 
building workers) have considerably improved their position; skilled building 
workers are a good deal less above the average than previously, and food 
workers have fallen below it. 

The level of women’s earnings over industry as a whole has risen relatively 
to that of men’s, from 59.5 per cent to 63.6 per cent. Of the groups which 
were below the level of industry as a whole in 1938, two (boots and shoes, 
and paper) are now above it, and the remainder have bettered their relative 
position. Of the groups above the average level in 1938, one is now barely 
above, and other is below it. Altogether, therefore, divergences from the 
average are proportionately less than they were before the war. 

Table III summarises the relative changes in average hourly earnings in 
the various groups : 

Differences in average earnings in various industries depend largely on 
the extent to which piecework is employed. A writer in a recent issue of the 
Monthly Bulletin of the Central Bureau of Statistics* gives the following 
statistics regarding the proportion of total work performed at piece-rates in 
various industries, together with estimates of the increased earnings due to 
more work at piece-rates. (Piece-rates generally yield earnings 25 to 30 per 
cent above time-rates; it is probable that this differential has not changed 
markedly since before the war, though there is no wholly reliable statistical 
evidence on this point). 


1 (a) Statistics of earnings are based on returns from enterprises which are members of 
the Employers’ Association, employing about 44 per cent. of all industrial workers, and are 
regarded by the statistical authorities as adequate to indicate the movement of earnings in 
the larger industrial groups. As from 1950 the Central Bureau of Statistics is to obtain much 
fuller information regarding-wages. are t ae 

(b) Boot and shoe manufacture is an important subdivision of the clothing industry ; and 
canning, though it does not employ a large number-of workers, is extremely significant 
from the point of view of wages policy, since it is almost wholly an export industry in which 
the wage level has been extremely low. Wage statistics for these industries have therefore 
been given separately in Tables I and II below, although they are also included in larger 

ups. 
as Kjonstad, Loénnsutvikling, Statistiske Meldinger, No. 3, 1950, pp. 52-8. 
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TaBLeE III 
Average Hourly Earnings (summary) 


Industry Engin- Clothing Food Chemical Building 


as a eering & Elec- un- 
Adult men whole tro- skilled 
Chemical 
1938 (3rd qtr.) 100.0 100.6 101.31 103.73 104.2 111.61 
1949 (2nd qtr.) 100.0 101.6 102.0 91.6 113.9 119.9 
Industry Clothing Food Bootand Paper Textiles 
Adult women as a whole Shoe 
1938 (3rd qtr.) 100.0 107.23 104.1! 96.9 93.81 88.6 
1949 (2nd qtr.) 100.0 101.0 97.5 104.0 103.0 96.0 


1 1938 figures estimated. 


Piecework has in fact become increasingly popular in Norway, many of 
the former objections to it having been broken down. As might be expected, 
the industries which have not extended piecework are prominent among 
those whose earnings are below the average, and vice versa. The chemical 
and electro-chemical industry, which had the largest increase in piecework, 
also had the largest increase in earnings; but relatively to the total of indus- 
trial employment it is a small group, and as Norway’s most modern and 
efficient industry, with labour costs small in relation to capital equipment, 
it is in rather a special position. (See Table IV.) 

TaBLe IV 
Hours on Piecework as Percentage of Total Houvs Worked 


Industyy Engin- Bootand Textiles Paper Canning Chem. & 


as a eering Shoe Elect.- 
whole Chem. 
Adult Men 
1945 (1st half) 36.6 47.7 47.5 22.3 23.1 4.3 45.7 
1949 (2nd qtr.) 59.4 88.2 66.1 42.3 22.7 3.4 73.8 
Increase in hourly 
earnings due to in- 
creased piece-work 
(6re) 15 19 21 70 — —_— 23 
Adult Women 
1945 (1st half) 43.0 44.7 38.6 61.4 59.6 42.3 
1949 (2nd qtr.) 55.0 83.7 53.7 62.2 54.2 36.2 
Increase in hourly 
earnings due to in- 
creased piece-work : 
(6re) 6 19 13 —_— — oo 


Table V shows how, if the amount of piecework had not increased, earn- 
ings would have been considerably more equal : 


TABLE V 


Actual Average Hourly Earnings (A), and Earnings with Piecework as in 1945 (B). 
(Figures in kroner, 2nd quarter 1949) 


Vidi iti ..  Canknoiv enn 6. he ae eee ee 
Adult Men Canning Textiles Paper Industry Engin- Boots & Chem. & 
a eering Shoes Elec.- 
whole Chem, 
A ee ae ro 3.11 3.06 3.25 3.54 
: : 93 : 
ewe 2.96 2.97 3.04 3.31 
A 1.75 1.84 1.96 1.98 —_— Z — 
B 1.75 1.84 1.96 1.92 = ee = 


ST 
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The writer mentioned also discusses the ways in which increases in 
earnings have come about in different industries. He points out that, as well 
as the cost of living bonus which has been awarded to all workers, and the 
special increases which have been granted to lower-paid workers (by agree- 
ments in both cases), there have also been various wage increases in individual 
firms (for example individual or group bonuses, and production bonuses— 
often associated with increased piecework—or unusually quick promotion to 
better-paid grades). These increases have been encouraged by the general 
shortage of labour. Table VI estimates the amounts per head of the various 
increases, over industry as a whole,from the end of the occupation in May 
1945 to the 2nd quarter of 1949. 

TABLE VI 
Increases in Wages from May 1945 to second quartey of 1949 (per head) 


Men Women 
General cost of living bonus ... ont Kh ae aa .  656re 49 oére 
Agreement revisions and bonus to low-paid workers wie oh ZO 25 aye 
Increases within firms asta ae es , S005 Sie 


Total ios LAL Se Zee: 


There has been a tendency for workers in the better-paid industries, 
who have not been extensively affected by awards other than the general 
cost of living bonus, to receive ‘‘unofficial”’ increases which have been more 
or less equivalent to what workers in the lower-paid industries have received 
officially. 

There are no statistics regarding the numbers of skilled and unskilled 
workers in industry, and it is not possible to say to what extent their propor- 
tions in various industries have changed. On the whole they have probably 
not changed very much; Norwegian industry has not experienced really far- 
reaching technical developments since the war, though there has been a 
good deal of renewal of plant. No regularly published statistics are available 
of variations in wages within industries, but recent official enquiries into 
particular industries suggest that they are considerable.! There is reason 
to believe that the earnings of young workers have increased relatively to 
those of adults, which is to be expected in a period of rapid industrial 
expansion when it is necessary to maintain recruitment at a high level. 

Evidence on the relation between the wages of skilled and unskilled 
workers is limited and inconclusive. Table Vil shows the position in regard 
to those occupations for which official statistics are available. 


TaBLeE VII 
Average Hourly Earnings (unskilled as percentage of skilled) 


TG FEE OREO 1945 1946 1947 1948 1949 


: (2nd 

ce | ee 
eiaecin Oe asthe Mola, ge 00.7. <9072 — 0200 sania 
Eade soot soe 8g.3" | 95.17 93.5" - *93,0' 100 
Pr aseheie See na TG TTA 616.9: me BSCE A TSS viel ISR ROP 


1 Cf, Kjonstad, op. cit., p. 55. 2 1938 figures estimated. 
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Thus in both engineering and building unskilled rates have risen rela- 
tively to skilled rates, as compared with before the war; in building, indeed, 
the differential disappeared in the second quarter of 1949. Hourly earnings 
in this group are notoriously high, though over a longer period earnings are 
liable to be affected by interruptions of work from weather and other causes. 
There is a great deal of piecework, and output in the Norwegian building 
industry is high as compared, for example, with the British. In printing, 
on the other hand, a comparatively large differential has remained practically 
unchanged. 

Average earnings in agriculture and forestry have, of course, risen sharply, 
and are now about 80 per cent of industrial earnings as compared with about 
40 per cent in 1938. No official statistics are available regarding the earnings 
of transport workers; permanent railway personnel are state employees and 
have shared in the improvements brought about under the new scales intro- 
duced since 1948. 

Measured against the cost of living index, which has remained at about 
157 during the post-war years, real earnings for all workers have increased. 
But the burden of taxation on wage-earners has been considerably heavier 
than before the war, although in 1948 and 1949 about one-third of the total 
proceeds of taxation was spent on food subsidies. No reliable statistics are 
available on the share of the national income going to wages, but there is 
reason to believe that it has been increasing during the post-war years and 
is larger than it was before 1940. 

Over industry as a whole, as compared with before the war, employment 
has increased more than production, as ‘Table VIII shows: 


TaBLeE VIII 
Industrial Production, Industrial Employment, and Output per Head (1938 = 100) 


Production “Employment Average output 
per head 
1946 ... 85 et 100 111 89.6 
1947 ... oes cae 115 125 92.4 
1948 ... nee nee 125 134 93.5 
1949 ... a ae 132 139 95.3 


A decrease in output per head as compared with before the war has been 
common to all industries, and is regarded as being due, in varying degrees, 
to uneven supplies of raw materials, worn-out plant (the lack of replacement 
during the war years is only gradually being made good), increased absenteeism, 
and reduced effort at work. The position, however, has gradually been 
improving in all industries. In particular industries there is no clear relation- 
ship between the rate of increase in output per head and the rate of increase 
in earnings since the war. The pre-war output per head has been approxi- 
mately regained only in two important industries, textiles and paper; in the 
former there has been a great deal of re-equipment, and in the latter raw 


_) It reappeared again in the 3rd quarter, when unskilled earnings were 9 
skilled. There are also a considerable number of unorganised building Bhs well — 
covered by the official returns, which have paid wages above the recognised rates, ; 
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material supplies have recently become adequate after a long period of 
shortage. In neither of these industries is there very much piecework, and 
in general increased piecework does not appear to be associated with a 
marked rise in individual output. Lack of incentive has undoubtedly been a 
problem during the post-war period, and there have been complaints by the 
employers that unduly high piece-rates, introduced during the war to evade 
the wages stop, have been allowed to remain unmodified. 

‘Tentative estimates made in the National Budget for 1950 suggest, how- 
ever, that over the whole field of economic activity, and not merely manu- 
facturing industry, output has increased perhaps 10 to 12 per cent. more 
than employment.1 The increase is particularly marked in agriculture (in 
which available manpower is much less), in electricity supply (a number of 
large new hydro-electric plants have been opened), and in transport (the 
volume of railway traffic is much larger than before the war, and the railways 
are thus being used more intensively). In so far as the economic system as a 
whole is more efficient, some explanation is provided for the fact that 
earnings in manufacturing industry have been able to rise so much more 
than output ner head. 

We may now consider the relation between wages and the price-level. 
The Norwegian wholesale index, which is so constructed as to give a fair 
indication of the changes in the general internal price-level, has moved as 
follows in the post-war period : 

1938, 100 ; 1946, 169 ; 1947, 175 ; 1948, 181 ; 1949, 184. 
There has thus been a rise of rather less than 10 per cent. since 1946, 
the lowest post-war year. This is one of the smallest rises in Europe. Jn 
the period from 1946 to January—August 1949 import prices rose approxi- 
mately 17 per cent,” and since the value of imports amounted to nearly 30 
per cent of the national income in 1946 and about 40 per cent in each of the 
remaining post-war years, this rise in import prices would seem to be 
sufficient to account for the wholesale price increase. As has been said, the 
cost of living index has remained practically stable since 1945 at the level 
of approximately 157. Substantial rises in both wholesale and retail indices 
have been avoided by subsidies on the main foodstuffs, such as milk, butter, 
bread and meat, and on imported feeding stuffs (which have kept down 
farmers’ costs of production), and, to a limited extent, on a few other imports.® 
Expenditure on subsidies has grown from 238 m. kr. in 1945 to a maximum 
of 750 m. kr. in 1949; the growth has been brought about partly by 
increased payments to farmers to keep their incomes on a parity with 
those of other sections of the community and to cover the increased wages 

ee ofc lace ene ETS p. 647. A corrected index has been used ; the 
regular published index shows a rise of 21 per cent. The devaluation of the krone which 
took place in September, 1949, did not cause any appreciable rise in wholesale prices in 1949. 

3 The proportions in which these subsidies are given to both imports and home-produced 
goods do not diverge sufficiently from the proportion between the total respective values of 


these materially to affect the part played by import prices in bringing about a rise in whole- 
sale prices generally. 
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of farm labour.! It was estimated that in 1948 a removal of subsidies would 
have brought about a rise of 38 points—about 24 per cent— in the cost of 
living index. 

The increase in the wages of agricultural workers together with that 
in the incomes of agricultural proprietors would, therefore, have brought 
about a considerable rise in the price-level if it had not been counterbalanced 
by subsidies; but these rises were intended and allowed for, and the wages of 
non-agricultural workers have not been supported by subsidies. Otherwise 
it seems correct to say that the achievement of a stable price level has not been 
disturbed by upward pressure from wages and salaries, and that these have 
just about kept pace with economic expansion generally. Norway has been 
fortunate in that a large proportion of her primary production (for example 
canned fish and wood products) other than agricultural output, is exported. 
It was mainly in the industries responsible for this production that wages 
were abnormally low, and the much higher relative prices of primary products 
since the war have made it easier to raise the wages of the workers producing 
them than would otherwise have been possible. In so far as there have been 
rises in the domestic costs of these products, they have been sufficiently 
balanced by reductions in other prices to maintain the stability of the general 
level. 


IV 


The available evidence, then, suggests that Norwegian wages policy 
has had considerable, if not complete, success in achieving its objects— 
that it has contributed to preserving stability of prices, and that it has 
helped to improve the living standards of the less well-off groups, even if 
there has not been a full measure of restraint on the earnings of the better-off. 
What have been the main elements in its success ? 

An extremely important part has undoubtedly been played by the 
Norwegian price control system, which is unusually comprehensive and has 
been very strictly administered. ‘The knowledge that official policy has been 
strongly against price increases except for virtually unavoidable causes, has 
checked the willingness of industrialists to grant increases in wages apices 
could only be met by passing them on to the consumer; and it has been one 
of the principal factors, very likely the principal, in preventing a wages- 
prices race. It is significant that the greatest difficulty in holding wages in 
check has been in building and construction, where for various reasons it is 
difficult to fix prices for the finished product, and the final price is based on 
the labour costs actually incurred. By and large the effectiveness of price 
control has quelled an important element in inflation, namely the belief 
that prices are going to rise and that it is safe to incur commitments which 
can only be profitably met if they do. The system of export levies in effect 
extends price limitation to export sales even if export prices rise. 

The policy of linking the wages level as a whole with the movement of the 


1 The prices of agricultural 


roducts fi iati 
and the farmers’ organisations are fixed by negotiation between the government 
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cost of living has two important consequences. It helps to focus the attention 
of the trade union membership on real wages rather than, as has been tradi- 
tionally more common, on money wages; and it brings about a widespread 
awareness of the dangers of inflation, and the uselessness of increases in money 
wages which will soon be absorbed by rising prices. From a practical point 
of view, both these consequences would seem to be very much what are 
required in a controlled economy under conditions of full employment. 
The Norwegian community has, perhaps, tended for some time to be more 
conscious than most of the consequences of monetary manipulation; the 
deflationary policy which was followed for a considerable period between the 
wars was especially ruinous to the agricultural community, and was the 
subject of widespread controversy, and since the war the leaders of the 
government, and especially the Labour and trade union press, have continu- 
ally stressed the evils of inflation and pointed to its consequences in other 
countries. In these circumstances the government’s policy of monetary 
stabilisation has had the support of all sections of the community. Inflation 
has undoubtedly been a constant danger in the post-war period, particularly 
up to 1948; since that date increased production, budget surpluses, and a more 
cautious investment programme have probably checked excess monetary 
demand, though national resources have continued to be utilised to the 
maximum. 

The leadership which the Federation of Trade Unions has been able 
to provide as a result of its predominance in relation to its affiliated unions has 
been of the greatest value in the formulation of a clear policy on wage ques- 
tions. The individual unions are expected to concentrate on establishing what 
amounts to a national minimum, and are discouraged from using their full 
strength to raise the general standard of their own members irrespective of the 
position of other groups of workers. The authority of the Federation has 
tended to grow, and it now possesses far-reaching constitutional powers to 
prevent the individual unions from pushing sectional claims, together with a 
strong sanction in that it can withhold financial support from a union which 
becomes involved in an unauthorised dispute. The power of the Employers’ 
Association to prevent departures from a unified policy is more restricted since 
its membership is not so comprehensive, but here legislation requiring 
general adherence to the terms of centrally-established agreements has to 
some extent filled the gap. 

It can be said that the Federation has succeeded in stopping the kind of 
unco-ordinated inter-union competition in putting forward successive wage- 
claims which is common in countries without a unified wages policy, and 
it has also brought about another very important development. It has suc- 
ceeded to a great extent in causing the justice of wage claims to be judged 
by the absolute standard reached by the group of workers in question, 
rather than by the standard which they have enjoyed in the past relatively to 
other workers. Even so, it must be remembered that the structure of Nor- 
wegian trade unionism continues to represent a compromise between the 
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powers of the Federation to promote the interests of the workers generally and 
the freedom of individual unions to further the interests of their own members 
independently. As has been shown, the movements of wage-rates other than 
basic minima remain very largely outside the scope of the central wages 
policy and to some extent outside the control of the individual unions. In 
many cases the determination of these higher wage-rates is left to individual 
bargaining, in which competition between both firms and workers—along 
with, of course, traditional differentials for effort and skill—plays a consider- 
able part. In industries with standard rates, while the unions concerned 
have been willing to accept some degree of relative increase in the lower 
rates in industrial agreements, in many cases arrangements within firms 
have preserved the advantages of the higher-paid groups. In both instances 
there has been reduced pressure to get the higher rates raised, as compared 
with what would have been the case if the full bargaining strength of the 
individual unions had been used; but it would clearly be asking a great deal 
to expect their members to forego completely the advantages offered by the 
shortage of labour. An extension of control—whether by the Federation of 
Trade Unions or the Government—over the higher wage-rates in individual 
industries would obviously be a matter of considerable delicacy and difficulty. 
It would mean a further limitation on the autonomy of the unions, as well 
as an interference with numerous traditions and practices about which it 
would be hard for persons unacquainted with the special conditions of each 
industry to judge correctly. Certain steps of this sort have however been 
taken, such as the checks placed on payment of excessive wage rates by 
unorganised employers in the building trades, and the wages stop introduced 
for a short period in 1947. The maintenance of the jurisdiction of the Wages 
Board over claims unsupported by either of the central organisations also 
means that some restraint can be brought to bear on the more unreasonable 
demands by either side, which are unlikely to receive backing from the 
Federation of Trade Unions or the Employers’ Association. 

On the whole, however, it can be said that the movement of wages 
upwards or downwards, which under an unco-ordinated wage system is 
determined mainly by the profitability of different sectors of industry and the 
relative strength of employers and workers, is under the Norwegian system 
being increasingly determined by the effect of wage changes on the general 
price level, and by the claims of social justice. In the case of working con- 
ditions other than wages, it is generally recognised that the interests of all 
groups of workers must be considered. For example, one of the principal 
claims made by chemical shift workers who engaged in a lengthy illegal strike 
in the autumn of 1948 was for shorter hours on account of the trying nature 
of their work.? The attitude taken by the government—and supported by the 
Federation of Trade Unions—was that while nothing could be done unless 


he org: 1on ot the strike was la rgely in ( ommunist han Ss, and it was timed with 

1 T anisation d Fy d a 

a view to inflicting damage on the Marshall Plan. But as often in stoppa es of this sort a 
> 4 ’ 
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there was an immediate return to work, a claim for shorter hours, which 
would require legislation, must be considered in the light of similar claims 

- from other groups of workers and of the national need for as high production 
as possible. Subsequently, in 1949, an Act was passed providing for shorter 
hours for workers engaged in continuous shift work—which went some way 
towards meeting the demands of the chemical workers—and also for certain 
workers in mining whose claims were held to be equally strong. 

It is of great importance not only that there is agreement on a definite 
wage policy in the trade union movement, but also that this policy is in 
accordance with the general social and economic policy of the government. 
Indeed it is hardly too much to say that a wage policy cannot exist independ- 
ently, but only within a wider framework of defined social and economic aims 
of which it forms a part. The strength of the Norwegian system is that this 
framework does exist; the government’s social and economic policy is under- 
stood and accepted by all sections of the Labour movement and, in so far as 
it includes a levelling-up of the conditions of the poorer sections of the 
community, by much opinion outside Labour ranks. There has thus been a 
harmony of outlook among the various organisations and institutions dealing 
with industrial relations, and they have been able to work together in the 
knowledge that differences of opinion which might arise would be of degree 
rather than kind. In practice, of course, it may not be possible to achieve 
a greater equality of returns purely through wage adjustments. It may 
require government intervention in the form of subsidies, special re-equip- 
ment grants to an inefficient industry so long as it lags behind, taxes on 
industries which can exploit a monopolistic position to gain unduly high 
returns, social services such as children’s allowances which affect certain 
sections of the community, and so on; while the achievement of monetary 
stabilisation is naturally to a great extent due to government action outside 
the sphere of wage relationships. Moreover, the general limitation of profits 
has played a big part in bringing about the willingness of the trade unions to 
restrain their claims. 

Finally, it has been realised that in matters which closely affect the living 
standards of many thousands of persons it is not enough to havea policy the 
merits of which can be defended, but it is necessary actively to defend these 
merits. A very large amount of educational work is done within the trade 
unions, through the Workers’ Educational Association (which in Norway 
is run jointly by the Labour party and the unions) and the trade union and 
Labour party press, to explain both the government’s economic and social 
policy in general and, in particular, the policy being followed by the trade 
unions in regard to wages. It has been an advantage that the basic ideas of 
this policy can be easily grasped and their justice appreciated. All shop 
stewards—who have an accepted and important status in Norwegian 
industry and trade unionism, and are in no sense a rebel element—and 
other trade union officials attend courses organised by the Workers’ Educa- 
tional Association, and are expected to pass on the knowledge of 


216 THE, BULLETIN 


government and trade union policy thus gained to their members. A good 
understanding of Norway’s economic problems has thus been brought about, 
and it has generally been appreciated that a very rapid advance in living 
standards cannot be secured while a large proportion of national energies and 
resources must be devoted to recovery from war damage, and to further 
economic development so that Norway may be able to face the changed 
international economic circumstances of the post-war world. There is also 
an Economic Co-ordination Council, consisting of leading representatives of 
industry, trade, agriculture and labour organisations, to which the govern- 
ment can make its policy and the national economic position clear, and from - 
which it can receive advice on the practical aspects of economic matters. 
This Council plays an important part in securing an understanding of govern- 
ment policy. 

In many respects Norway has been unusually fortunate. The structure 
of the trade union movement and its tradition of unified action, the small 
population of the country and the comparative simplicity of its economic life, 
the determined price-stabilisation policy of the government and the extent of 
confidence and mutual understanding between it and the trade unions, and 
the fact that economic trends have worked in favour of, rather than against, 
the government’s social policies—all these have helped to achieve satisfactory 
results, and Norwegian experience would appear to have shown that it is 
possible for full employment to be maintained without continually rising 
price-levels and an accompanying race between prices and wages. 


J. INMAN. 


THE DEVELOPMENT OF WAGES POLICY IN THE 
NETHERLANDS 


1. INTRODUCTION 

Before the last war the determination of wages in the Netherlands de- 
pended on many factors that were strongly subject to change: the labour 
market, the economic position of industries, competition, relations between 
employers and workers, trade union influence and so on. It is obvious that 
in consequence there was little co-ordination in wages policy, and a clear 
relation between wages policy and wage levels was therefore lacking in the 
different enterprises and branches of industry. Thus, in particular branches 
of industry the wages of equivalent grades of workers sometimes differed 
considerably. 

The determination of wages was the result of a general struggle by the 
trade unions, especially in the critical years 1930-1936, a struggle which 
sometimes led to widespread strikes. However, there were definite signs of 
co-operation between employers and workers, and before 1940 several 
collective agreements were made binding on individual enterprises or some- 
times on whole branches of industry. There was also co-operation in the 
field of social insurance, especially on the administrative side. 

During the Occupation from 1940-1945, it was felt by the central em- 
ployers’ organisations, as well as by the trade unions, that the Netherlands 
could accomplish its task of comprehensive reconstruction only if industrial 
peace and social justice could be ensured. This idea of transforming the 
pre-war contacts between employers and workers into a wide co-operation 
at top level (both between the central employers’ and workers’ organisations, 
and also between the organisations in the different branches of industry) was 
worked out in detail during the Occupation in secret meetings, where the 
main question was how, after the liberation of the country, social policy in the 
widest sense could best be applied on a basis of equality. 

Thus the Foundation of Labour,! conceived under difficult circumstances, 
came into existence immediately after the liberation of the Netherlands in 
May 1945. It has a definite legal status and is an ‘ umbrella organisation ’ in 
which the central employers’ and workers’ organisations are proportionally 
represented, and which is financed by both sides in equal shares. It was 
officially recognized by the Government immediately after the war as its 
advisory body on social affairs, and as a result it was given a comprehensive 
task to perform. 


2. 'THE FOUNDATION OF LABOUR AND THE WAGES POLICY 

After the liberation of the Netherlands, when it finally became possible to 
survey the catastrophic consequences of a five year occupation, it was decided 
to adopt a controlled wages and prices policy in order to achieve reconstruc- 
tion as quickly as possible. A ‘ free-for-all ’ policy had to be avoided at all 
costs, since an inflationary spiral, with its concomitant social unrest, would 
have endangered the whole prospect of reconstruction. 

1 See Times, 26th-27th May 1949, 
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A controlled wages and prices policy was necessary in any case because of 
the great scarcity of consumption goods until supply could meet demand. 
Moreover, the Netherlands are poor in raw materials, and consequently 
heavily dependent on imported goods that have to be paid for in foreign 
currency. Conversely, productivity had to be increased as much as possible 
so as to enable the country to earmark the greatest possible part of production 
for export. 

In this connection it is relevant to stress the importance of Marshall Aid, 
which was granted on the condition that the Netherlands should reckon to 
achieve a sound and independent economic position by the end of 1952. 
This meant that controls had to be maintained as far as was necessary to 
regain balance. Only in the course of 1949 (notably after devaluation) had 
production—including production for home consumption—increased to 
such an extent that it could be expected that, as a result of increased com- 
petition, the price level would adjust itself naturally. 

The deplorable state of the Netherlands in 1945—after five years of in- 
human occupation, during which economic and social life had been com- 
pletely dislocated—meant that at first the country was dependent on imports 
even more than normally. It goes without saying that social and economic 
policy has aimed at greater productivity and increased exports, so as to bring 
the import-export ratio back to normal. For this purpose a comprehensive 
policy was required, if the Netherlands was to make headway against outside 
competition. It is clear that to leave wages uncontrolled would have been 
fatal in its effects on prices in both home and export markets. 

On the other hand an increasing production, particularly of quality goods 
for export, caused certain internal tensions, since in the first years after the 
war food rationing was continued so that—albeit more slowly than had been 
hoped—the arrears of consumption goods could be made up. Special atten- 
tion should be drawn to the very difficult task with which the trade unions 
were faced, for they have supported the general policy of reconstruction in 
the public interest and without their assistance many of the measures taken 
would never have succeeded. The three main employees’ organisations (the 
Netherlands Federation of Trade Unions, the Netherlands Roman Catholic 
Labour Movement and the Protestant National Trades Union) together with 
the central employers’ organisations (the Employers’ Central Social Organ- 
isation, the Roman Catholic Employers’ Organisation and the Protestant 
Employers’ Organisation) formed the above-mentioned Foundation of 
Labour, and discussed from time to time, in close contact with the Govern- 
ment, how wages policy could or should be shaped in the light of prevail- 
ing conditions.1 


The extent of economic recovery in the Netherlands is shown by the 
following figures :— 


1 The Foundation of Labour is however bound to consult its constituent organisations 


before taking any initiative on questions of wages poli i 
existing agreements, 2 Boe PO ye Cane Propose alterations to 
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Year Index of Index of Index of Exports as 
production employment* labour percentage of~ 
(1938 =100) (1938=100)  productivityt of imports 
1938 =100 

1945 (4th quarter) ae 58 85 : 68 m) =} 

1946 we oa ae 74 105 70 33 

1947 anh ae tee 94 123 77 44 

1948 558 oe 40% 113 137 83 55 

1949 56: a6 ae 126 144 88 72 

1950 (1st quarter) “ibe 132 146 91 65|| 


Source ; Statistical Bulletin of the Central Bureau of Statistics. (Right-hand column : 
Monthly Statistics on Import, Export und Transit ; Central Bureau of Statistics). 

* Average of beginning and end of quarters. Building trade not included. 

+ Seasonal influences eliminated. Production Index over Employment Index. 

$1938: 74. || First quarter of 1949: 63. 
The steadiness of this development is partly due to the fact that in the 
Netherlands strikes have been neither frequent nor severe compared with 
those in other countries (particularly France). The dislocation caused in this 
way has naturally been very much less than it was after the first world war, 
when prices and wages were rising uncontrolledly ; but the low level since 
1945 is remarkable considering the firm application of a centrally-agreed 
wages policy. Moreover, almost all the strikes were unofficial. 


Working Days Lost in Strikes (thousands) 


In all strikes In strikes authorised by Unions 
associated with the Foundation of Labour: 
1919 1 eee ae ts 1057 (—) 
1920 ame aoe ace res 2355 (—) 
1946 306 a% pas aoe 682 18 
1947 Se oe 400 sor 203 2 
1948 wee 500 vat ee 131 — 
1949 Apc see ok ee 289 0.5 


The fact that the number of strikes is so low can be explained by the 
continuous consultation that takes place between the employers’ and workers’ 
organisations in the Foundation of Labour. Whenever a conflict seems immi- 
nent the Foundation is asked by the branch of industry concerned as well as 
by the Government to intervene, and the success of this method is evident. 

There has moreover been comparatively little unemployment in the coun- 
try up till now. This is apparent from the following table. 

Unemployment and relief employment. 


Year or month ~~ Totally Relief Workers on Total. 
unemployed* employment half pay 
1947 (monthly av.) 505 30,700 15,200 1,100 47,000 
1948 ( Pf cme aes 29,000 13,400 800 43,200 
1949 ( Ph Vigets sis 42,100 20,200 800 63,100 
6. Nin ‘iste 53,900 29,800 1,100 84,800 
fee ace ie aes Bee 50,100 31,000 1,000 82,100 
March es 300 RAS 39,000 27,500 800 67,300 
RE ee eso 5 4 30900 23,600 1200 84400 
50 a as! 78,800 ; : 
bevrairat ( ate Sa 71,400 33,400 2,100 106,900 
March eas Agee Newata 57,600 31,700 2,300 91,600 
April SOV) Beech eit 50/200: Gere linagg 28 400s seate 5 3000 secre POTOO ies 


rce: Statistical Bulletin of the Central Bureau of Statistics. . 
Exciting those unemployed by reason of eit weather, cases of illness, workers 
receiving accident-insurance benefits, together with a number of persons who found jobs 


without informing Employment Exchanges, 
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However, it has to be remembered that the increase of those reaching 
employment age is as high as 35 to 50,000 persons a year. In fact the increase 
of population in the Netherlands in the past ten years has been much greater 
than in any other western country, amounting to 18 per cent for the period 
1936-8 to 1949. It is expected that by 1960 the Netherlands will have 
11,000,000 inhabitants, which means a further increase of 12 per cent on 
1949. 

It is in the light of all these problems that the post-war wages policy has 
to be considered. This wages policy aims both at promoting economic 
recovery and also at helping to secure social justice. 


3. THE DETERMINATION OF WaAGE-RATES 


As has already been said, it was considered impossible to leave the 
determination of wages to labour supply and demand. An unchecked rise 
in prices, which might have resulted from labour shortages, particularly of 
skilled workers, and from the scarcity of consumption goods, had to be 
prevented, to avoid the evils of inflation which would have been fatal to a 
country that had already suffered severely under the Occupation. 

One of the main institutions in the process of wage-determination is 
known as the Board of Conciliators (‘College van Rijksbemiddelaars’), 
which consists of expert members appointed by the Minister of Social 
Affairs.1 Its task, among others,” is to settle wage-rates for branches of 
industry or individual enterprises. In doing so it follows lines laid down after 
consultation with the representatives of the industry; for the Board, before it 
may take an important decision on wage-rates, is bound—by the ‘ Extra- 
ordinary (Employment Relations) Decree’ of 1945%—to seek the opinion of 
the Foundation of Labour. Consequently almost all collective agree- 
ments, notably those concerning wages, have passed the Foundation. 

It must be stressed that in almost every branch of industry there are 
organisations of employers and of workers. In some industries—e.g. in 
metal and textiles—there are Industrial Councils in which the organisations 
of employers and of workers are proportionally represented. As a result of 
consultation in these Industrial Councils, or, where they do not exist, 
between individual employers’ and workers’ organisations, proposals con- 
cerning wages and other conditions (e.g. holidays with pay, sickness benefit, 
procedure in wage disputes, €:c.) are brought forward, and are then sent to the 
- Foundation of Labour and to the Board of Conciliators to be further examined 
and approved. 

In order that the Foundation of Labour may give advice on these matters 
to the Board of Conciliators, there exists a permanent Wages Board of the 
Foundation of Labour—a bipartite body of 8 members on which the central 


1See also Economist, 3rd June 1950, p. 1227. . 


* All wage regulations and collective agreements, and all changes i 
approved by the Board of Conciliators. . peecbngy sew ec gs 
* See I.L.O. Legislative Series (Netherlands I), 1945. 


DEVELOPMENT OF WAGES POLICY IN THE NETHERLANDS 221 


employers’ and workers’ organisations are represented. This Wages Board 
meets weekly on a fixed day to discuss the different proposals with the parties 
concerned, and in most cases it succeeds in securing agreement. The import- 
ance of this work is illustrated by the number of cases dealt with, which 
amount to approximately 1,000 since the liberation of the country, and have 
involved 2 to 3,000 meetings. Some of these numerous meetings have been 
necessary to settle differences of opinion which might otherwise have caused 
strikes. This arbitration function of the Foundation of Labour is undoubt- 
edly one of the most important factors which have contributed to the 
relatively favourable record of industrial peace. 


4. GUIDING PRINCIPLES OF THE WaGES POLicy 


In 1945 extensive calculations were made by the Foundation of Labour 
with regard to minimum wages that were socially justified. These minima 
formed the basis for the wages of unskilled workers. (At first only a broad 
classification of the workers into unskilled, semi-skilled, and skilled was 
made). Moreover, in view of the war-time rise in prices, it was decided that 
the wages ruling in 1940 should be raised by 25 per cent. The first directive 
for the fixing of wages, for workers in the above general categories, was issued 
in 1945. (In fact, the permitted rise was exceeded in many cases). A differ- 
ence of 20 per cent was then established between the wages of unskilled and 
skilled workers, this percentage being based on the general pre-war wage 
relation. 

Secondly, municipalities—some 1,200 of them—were classified in 5 
groups, according to differences in cost of living and rents. This system, 
designed jointly by the Government and the Foundation of Labour, was made 
the basis for several wage settlements in which the difference between the 
wages in towns and in the country was fixed at fl. 4 a week (8 shillings). In 
1947 this difference appeared to have increased to fl. 5.76 (about 11 shillings). 
However, this development has forced the Government to have the whole 
subject studied carefully by a board of experts which is due to report towards 
the end of this year. On the basis of this report industry will have to recon- 
sider the regional wages structure. 

The rough-and-ready classification of the workers into three groups 
caused certain tensions for the workers as well as for the Government and 
industry. Generally speaking, objective standards have proved almost 
impossible to apply, and it is therefore often difficult to explain to workers 
why they belong to a certain group. This gives rise to frictions between 
workers in individual factories or industries. Moreover, such a broad classi- 
fication limits unduly the range of wage-gradations. 

While we have no data on changes in wage-rates as between the different 
grades of workers, changes in relative earnings are shown in the table below. 
These are of course not characteristic of changes in wage-rates, since they 
reflect many other factors such as increased productivity, the change over to 


piecework, etc, 
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Average Hourly Earnings* (males over 21) 


Shilled : Semi-skilled : Unshkilled : All: 

cts.  indext cts. indext cts. indext indext 

Sept.—Oct. 1946 ... cee Os 170.5 87.6 187.0 82.7 197.8 187.4 
Sept.—Oct. 1947 ... eel OSA et o2.7 93.7 196.9 87.1 207.4 193.5 
Nov. 1948} Bot coo KOR! 192.8 99.4 208.8 92.6 22.5 204.9 


Source: Statistics of Wages (Central Bureau of Statistics), Jan.—Mar. 1950. 
* All industries, including coal mining. 

+ Second half 1938 and two weeks in Oct.Nov. 1939=100. 

t Including the flat-rate increase granted in this month (see p. 224). 


Thus over this period differentials in earnings remained substantially un- 
changed. 

The Government was faced with the difficulty that, in some cases, 
because of a faulty classification of workers (for instance the over-expansion 
of the ‘ skilled’ group), the total amount intended to be paid in wages was 
exceeded. This led to the Government as well as the Foundation of Labour 
paying great attention to the improvement of the grading system by means 
of job-evaluation. This is more and more used, mainly with the help of 
advisory bureaux of engineers who attempt an objective assessment of 
certain tasks that are typical of a worker’s job. So far, the several 
advisory bureaux have used different methods. It is now, however, thought 
necessary to agree on single method of job-classification which will make 
judgement and comparison easier. 

Although much attention has been paid by the Foundation of Labour to 
this aspect of wages policy, it should not be considered as the major consider- 
ation in determining wages. There should always be enough scope for taking 
into account historical wage-relations, the economic position of the industry, 
temporary fluctuations in labour-supply, working hours, age and sex, and 
seniority. 

In view of the danger of levelling the wages of unskilled and skilled 
workers, the Foundation of Labour is considering how, with the help of job- 
classification among other things, wages for the more skilled workers can 
be given an adequate differential. That this will have a stimulating effect is 
clear, since it avoids the present tendency to narrow differentials and is 
likely to attract more skilled workers. This is of great importance for 
industrial development. In general, it may be said that job-classification is 
‘strongly promoted by the Foundation of Labour, although it is rather difficult 
for the trade unions to explain to their members that it can be done 
scientifically and objectively. It also greatly contributes to increased labour 
productivity, a subject that will be discussed presently. 

Between 1945 and 1947, numerous collective agreements and wage- 
schemes have come into existence as a result of the directives of the Founda- 
tion of Labour. Taken over the period as a whole they revealed a steady rise 
in the general wage level, which had to be checked in order to pa: the 
international competitiveness of the economy. By the end of 1947, therefore 
the Government imposed a ‘ wage-stop ’ (for all industries including agri- 
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culture), which implied that increases in earnings could be justified only by 
increased labour productivity. 

We shall now turn to the question of methods of payments—one of the 
most important problems facing the Foundation of Labour. Before the war, 
rates had sometimes been settled arbitrarily and had resulted in speeding-up; 
and this had caused resentment. The Government and the Foundation of 
Labour now aim at socially justified rates, based on time and motion studies. 
Such a system of payments makes it possible to increase labour productivity, 
and hence workers’ incomes, and at the same time to lower costs and prices 
for the employers. In connection with this policy, it has appeared desirable 
up till now to fix a maximum for overtime payments—on the average, 20 
per cent of the basic wage. 

Thus there are a number of intricate considerations involved in developing 
a wages policy, and these are naturally closely connected with the agreed aim 
of promoting greater labour productivity. Evidence so far indicates that striking 
results have been achieved with the new piece rates, in that costs and prices 
have in fact been reduced and production and labour productivity increased. 

The development of wages and prices after 1945 is given in the following 


table. 
Indices of price and wages (1938=100) 


Period General Cost of living Hourly rates Period Average 
whole- (family (fixed by hourlyt 
sale budgets*) collective earnings 
prices agreements) 
A B In- Agri- Gen- 1st 2nd 
dustry culture eral 4-year 4-year 


December 1945 217 —_ —_— 150 225 161 1945 150 161 
” 1946 266 197 181 165 241 175 1946 7S: 185 
oo 1947 280 202 186 174 244 184 1947 190 196 
of 1948 291 214 193 182 266 193 1948 201 204 

January 1949 295 215 196 182 266 194 1949 207 


February pos eae 2l6 ba 1085 1626, 266 | 104 
Riscchaed en. 204 217198182 266 “F193 
ep iicett hy idly 01.205 ole 218 LOG) ph. 188» 12662 G93 
Meee eR eh 22a SG IR? 7275 105 
eee, toga M273 C201 > 182 = ""275 “195 
Ri eon 25Sutreo19 PP 90 umNse i275: el195 
August eup2O2ue 2216. 198. 9182). .275 195 
September ... 295 216 197 182 275 195 
October Bi2G7 2170 JOT aes 182 y27Sgun id 95 
November ... 305 221 202 182 275 195 
December: ©). 3067 4226" 205° 182" 275 = °195 
January 1950 ... 310 230 209 191 290 205 
February rei 2 eek 234 che Chere l91 290 ss 205 
Meche We rer 93779214" 91200" 205 


Source: Statistical Bulletin of the Central Bureau of Statistics. : 

* A — on the basis of family budgets 1935-1936 (incomes not exceeding fl. 1.800 a year, 
ie} rox. £175). 
i yee on ae oe of family budgets of incomes ranging from fl. 40. to fl. 50 a week 
(£3 15s.). The index figures are always based on the most recent budgets. ; 

+ Building and public works contracting, mining, metal industries, textiles. Family 
allowances (for miners) are included up to the first half of 1948, but not thereafter. 


It will be noted that industrial wage rates were kept frozen through most of 
1948 and 1949; earnings rose steadily, mainly owing to greater productivity. 
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The cost of living indices—which are calculated on the basis of a family 
consisting of a man, wife and two children—rose slightly in 1948-49, the rise 
steepening after devaluation. Family allowances, determined with reference 
to the cost of living and the hourly wage rate indices, are paid from a State 
fund to which all employers contribute. The present level is 40 cents (about 
rod.) a day for the first child; 44 cents (about 11d.) for the second and third, 
and 54 cents (1s. 1d.) for each further child; the allowances being paid 
quarterly by money order. 

It should be noted in addition that in past years important subsidies have 
been paid on a number. of essential consumption goods,and this has helped 
to prevent unnecessary increases of prices and wages. However, because of 
the financial position of the country and the strong desire for Benelux co- 
co-operation, it was found necessary to dinfinish these subsidies considerably. 
The effects on prices have been carefully considered by the Government in 
collaboration with the Foundation of Labour, and in consequence a flat-rate 
increase of fl. 1. (about 2s.) a week was instituted in November 1948. 

The devaluation in September 1949 naturally caused an upward trend in 
the cost of living, which in turn influenced wage rates. The situation in the 
last months of 1949 was taken into consideration by the Government and the 
various industries, and as a result a 5 per cent increase in wages was permitted 
for workers of 23 years of age and upwards. This took effect from 1st January 
1950, in almost every branch of industry. For workers under 23 years of age 
only a partial rise was permitted, in view of the relatively high wage level for 
juvenile workers. In order to promote vocational training, workers of 18 years 
and older who were being trained were eligible for an increase of wages. 
The influence of the devaluation on prices, as well as on the wage level, after 
January Ist 1950, is shown in the above table. 

In view of the difficulties of the balance of payments, this 5 per cent rise 
was generally considered as an ‘advance payment’ upon the expected 
increase in labour productivity. The Foundation of Labour and the Govern- 
ment regularly discuss this question with the sections of industry concerned 
in order to achieve greater efficiency, favouring an extension (where possible) 
of shift working, special payments for overtime, and output bonuses. 

Finally we should lay stress on what may be thought of as the ideological 
keystone of the wages policy. The process of reconstruction which is now in 
full swing in the Netherlands involves close cooperation between the Govern- 
ment and industry on social questions. Despite differences of outlook, 
a great measure of social co-operation has been achieved, to which the 
constructive work of the Foundation of Labour in concert with the Govern- 
ment has greatly contributed. Social policy in general, and the wages policy 
in particular, essentially aims at greater social security and a fair distribution 
of income, and the final test of these is the prosperity of the population as a 
whole. This aim of achieving social justice in a democratic setting is a central 
feature of Dutch social policy in general and of the wages policy in particular. 


The Hague. Dr. P. S. PELs. 
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Compared with the previous three or four years, there has been a notice- 
able change in the course of the discussion of wages policy since 1947. In the 
period when various post-war reconstruction plans and policies were 
advanced, not only the methods of maintaining full.employment but its 
implications, particularly in the field of wage determination, were a major 
preoccupation. In the Government’s Statement on Personal Incomes, Costs 
and Prices, however, the need for the trade unions to exercise restraint in 
pressing wage claims was argued almost wholly on the grounds of the 
country’s external economic difficulties. 

“It is essential,’ said the White Paper, ‘ that there should be no further 
general increase in the level of personal incomes without at least a corres- 
ponding increase in the volume of production. Unless we are prepared to 
check any such tendency we shall find ourselves unable to fulfil our export 
task owing to the rise in costs, which will also be reflected in rising prices on 
the home market.’ 

Subsequently both the Government and the Trades Union Congress have 
advocated varying degrees of wage restraint on the same grounds. Full 
employment appears to have entered into the argument only through the 
back door, when after Devaluation it was suggested that the alternative to a 
temporary wages standstill would be deflation and unemployment. 

This lack of continuity in the treatment of what promises to become the 
most serious and intractable of our post-war domestic social problems is not 
surprising. It can easily be explained as a result of its removal from theore- 
tical to practical levels of consideration. In most countries, but certainly in 
our own, people are more likely to be influenced by arguments of immediate 
economic necessity than by what appear to them to be speculations on the 
long-term consequences of full employment, especially when the permanency 
of full employment cannot be guaranteed. Yet it must surely be regarded as 
unfortunate that so little attention is now being paid to the full-employment 
aspects of the wages policy problem, since these alone reveal the deeper 
social reasons for far-reaching changes in the traditional attitudes of the trade 
unions to the process of collective bargaining. 


I 

What has been the effect of full employment on wage determination 
within the British institutional pattern of industrial relations? It is not 
possible to give a satisfactory answer to this question with the aid of empirical 
evidence alone. We can compare wage movements in the fifteen-year period 
1924-1939, during which there was chronic unemployment, with wage 
movements in the ten-year period 1939-1949, when after the outbreak of war 
full employment was soon established and continually maintained. The 
time span is large enough to permit us to analyse the trends. ‘The first period, 
while excluding the wage adjustments which followed upon the price 
collapse after the first World War, includes the influence of the Great 
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Depression and the subsequent recovery, i.e. a change in the numbers of 
registered unemployed from one to three millions and vice versa. And the 
second period covers both war and peace in fairly equal proportions. But 
‘there is no way of separating the influence of the changes in the supply and 
demand relationships in the labour market from that of other relevant changes 
in the total environment. The movement of the wage-earners’ cost of living, 
for example, is obviously of considerable importance, and since this has 
depended in part on import prices and on government subsidies, it is causally 
related to factors other than those arising out of the employment situation. 
Thus the proposed comparison provides no more than a convenient starting 
point for a few cautious interpretations. 

The available data on the general movement of wages, 1924-1949, are 
assembled in Table I. They are familiar and have already been the subject of 
frequent comment, so we will confine ourselves to a brief summary of the 
picture they convey. The main contrast between the two periods is the 
relative stability of wage rates in conditions of mass unemployment and their 
continued upward movement with the establishment of full employment. 
The Bowley index for average wage rates show a fall of some 5 per cent in 
the depression years 1929-1933 which had been wiped out by 1937. Over the 


TaBLeE I 
Movement of Wages, etc., 1924-49 


Wages Earnings srs Unemploy- 

1938-100] 1938-100 Cost of Living iene 

Bowley | All workers | Old LCES % insured 

Index covered by M. of L. Index industrial 

M. of L. Index population 

returns Gt. Britain 
1924 96 112 10.2 
1925 96 118 11.0 
1926 96 110 12.3 
1927 96 107 9.6 
1928 96 106 10.7 
1929 95 105 10.3 
1930 904 101 15.8 
1931 93 95 21.1 
1932 92 92 21.9 
1983 90 90 19.8 
1934 90 90 16.6 
1935 91 92 15.3 
1936 93 94 13.0 
1937 oe peer 99 0.7 
1938 eal T00 100 (Oct.) 100 100 11.5 
1939 #4 e101 i 101 102 9.6 
1940 a Pk 130 (July) 118 119 6.4 
1941 sti 142", 127 130 2.3 
1942 wdedet3t 160 |. 128 139 1.0 
1943 i alas 176 127 143 0.7 
1944 UO MT 46 182 | 129 146 0.6 
1945 x belhds4 180 | 130 148 1.2 
1946 SS RATS, 190 (Oct.) 150 2.4 
1947 el lees ¥ 203, 160 3.0 
1948 ‘| 188 220 |. 173 1.7 
1.5 


1949 Aer 1934 229%. 178 
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whole fifteen years the total increase was only 5 per cent. In the full 
employment period the strongest upward wage movements took place in 
1939-1942 and 1945-1948 and amounted on both occasions to some 30 per 
cent (or an annual average of 10 per cent). Over the whole ten years the total 
increase in money wage rates was more than go per cent according to the 
Bowley index. The rise in average earnings was, of course, greater, 129 
per cent compared with October 1938. 

How far were these wage movements influenced by the changes in the 
wage-earners’ cost of living ? In the unemployment period we have only the 
old Ministry of Labour index to guide us, but there is no doubt that in the 
depression years when some wage rates were being cut, most of the workers 
who remained in employment—if not put on short time—were more than 
compensated by falling prices, a fact which had an important social signi- 
ficance, for example, in its effect on trade union policy. Subsequently when 
wages were increasing they lagged behind the rising cost of living. During 
the early years of the war the rise in the cost of living was also one of the 
main arguments advanced by the trade unions in claiming increased wage 
rates, but in the average wages were soon rising more rapidly than the old 
index, i.e. than the extent which would be provided for under cost-of-living 
sliding-scale agreements at that time, although they fell slightly behind the 
actual rise in retail prices as measured by the L.C.E.S. index. In the post-war 
years, prior to the adoption of the wage-restraint policy, the movement of both 
the wage-rate indices forged ahead of that of the L.C.E.S. cost-of-living 
index. 

In 1945, the loss in earnings resulting from decreased overtime and other 
factors, developed a strong and effective trade union pressure for compensa- 
tory increases in wage rates. Thus the upward movement of wages in he 
full employment years, especially in the period 1945-1948, cannot be 
explained solely as a result of the rising cost of living. 

The movement of the representative wage rates which are used for the 
compilation of the Bowley index give us some idea of the changes which have 
taken place within the national wages structure over the two periods we are 
comparing. These are set out in Table II. The main contrast again is 
between a relatively stable inter-relationship of wage rates in the unemploy- 
ment period and a considerable shift in this relationship in the full employ- 
ment period. It is true that wage rates alone do not give a full picture of the 
change in the relative fortunes of the workers in different industries and 
occupations. The average earnings of dockers, for example, are to-day 
roughly the same as those of coal miners, their piece rates having increased 
a good deal more than their basic wage rates. But the same general im- 
pression is conveyed by an analysis of the Ministry of Labour’s data on 
average earnings in various industries. In Table III the ten industries show- 
ing the greatest and the smallest increases in average weekly earnings are 
selected from the Ministry’s returns which cover in all some ninety industries, 
but do not include agriculture, coal-mining, docks, railways, shipping or the 
distributive and catering trades, 
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TaBLE II. Representative Wage Rates, 1924-50 
sgcydibe 1924 1939 1945 1950 
Mec: Aug. Oct. March 
(Dec. 1924 (Aug. 1939=100) 
00) 


Weekly Time-Rates 


Printers’ Semone ‘ied ao Soo EYE 100 125 170 
Bricklayers... i ao Ai cred 2/ LOZ: 99 133 175 
x Labourers . ee fe sem.» HEY() 98 142 194 
Engineers’ Fitters... ope 206 sa) (00/9 119 141 158 
Labourers . rae aes ... 40/4 127 141 176 
Dock Labourers re 07/5 108 123 145 
Railwaymen (av. for all traffic grades) poe D0)0) 964 141 170 
Tram drivers and conductors Pop sce ORS 1084 139 163 
Lorry drivers é ms ... 66/4 1043 135 1554 
Local Authorities’ Labourers” ot 1. 54/9 103 143 177 
Agricultural labourers 450 ie .. =28/- 124 201 270 
pho wee? on Piece-Rates 
Shipbuilding ... ae rh hor ooo 156 180 
Cotton ... eis eo ee és ee 39 /0% 92 172 214 
Wool ... or AB Bc a3 ono AIO 87 146 188 
Coal... 908 aise 50 “¥ o 109 201 285+ 
234 
Women’s Minimum Time-Rate 
Bootmakers (week) ... ee 50 we = 36/- 1054 137 205 
Tailoring (hour) Ane aa ais soe FOSG. 1153 153 208 
Shirtmaking (hour) ... ae ee ... 6fd. 1154 153 208 
Confectionery (hour) ... ee ee cao 62d: 1073 169 228 
Tobacco (hour) ee eae aie ecg ul Oe 100 131 137 


* Av. earnings of all operatives. : \- Mriate 
+ The higher figure for coal is based on average earnings. 
Source: L.C.E.S. Bulletin, May 1950, July 1946 and sine 1944. 


TaBLe III Average Earnings in Selected Industries, October 1938 and April 1948 


Average Weekly Percentage 
Earnings Increase 
Last Pay Week 1938 to 1948 
Oct. 1938 Apr. 1948 Weekly Hourly 
s. d. Ss... 

Greatest Increases 

Cotton ... aie 6cr cic li 96 6 171 177 
Pottery, Earthenware, ‘ete. aN wae nee 36 10 94 3 156 153 
Hemp, Rope, etc... ee see ort ed The Noon 154 167 
Bolts, Nuts, Screws, etc. ab mate we «6. 422 4 105 10 150 164 
Other Textiles ... aes Soe dbc core ote wf 86 1 149 165 
Tailoring, wholesale ... ae nee Ree F345. 84 6 146 152 
Leather Goods was act Cre west S4e10 85 8 146 168 
Rubber .. 500 38 Ree LK) 124 3 144 152 
Dyeing, Dry cleaning, ¢ etc. ... ese ct SOU 855 142 141 
Wollen and Worsted . One ow vet On 0 94 3 142 143 
Smallest Increases 

Government Industrial Establishments... — 119 0 69 82 
Tailoring, retail Bic wom 44° 9 78 4 75 84 
Local Authorities (non-trading) ae  «=©54 6 96 4 717 85 
Electricity Supply ... S03 sie WEY) £23) 22 79 90 
Water Supply doc 500 ce O4 280) 16) 73 82 90 
Printing, Publishing, etc. |. Soc cote, O48. 118 5 83 90 
Docks, Harbours, Canals, etc. os ado 27/5) - 900) 235) 5 83 78 
Tramway, Omnibus, etc. nae sad aa | SOS ere 124 11 84 92 
Tobacco, Cigars, Cigarettes a0 seed 1d 88 0 85 97 
Pig Iron ss 300 79 11 149 0 86 85 


Source: Ministry of Labour Gazette, Nov. and Dec., 1940, Oct. 1948, 
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Both Tables II and III suggest something of a wage-levelling process in 
the full employment period. The greatest increases in earnings took place 
mainly in those industries where prior to the war they were relatively low, 
and the smallest mainly in the industries in which they were relatively high. 
Similarly it can be noted that apart from coal-mining and cotton textiles, 
which were depressed and notoriously low-wage industries, the wage rates 
in the Bowley index which show the greatest increases in the past decade are 
those fixed by statutory regulation. The one exception, the Tobacco Trade 
Board (Wages Council) rate had the highest statutory minimum rate for male 
workers (and next to the highest for female workers) before the war. If an 
unweighted average is taken of all female Trade Board hourly rates which 
were in operation at the end of 1938, it shows an increase of 132 per cent by 
the end of 1949 compared with the increase of 94 per cent in the Bowley 
index for average wage rates over the same period. In the inter-war years the 
equivalent index for female Trade Board rates was subject to about the same 
fluctuations as the two indices for average wage rates, falling about 3 per cent 
between 1929 and 1934 and recovering to its former level by 1937. 

Another aspect of this trend towards wage-levelling in the full employ- 
ment periods, including the first World War, is the narrowing of the relative 
skill differentials in particular industries as shown in Table IV, which is 
reproduced from the Economist (January 28th, 1950). The absolute differ- 
entials between the wages of skilled and unskilled workers have increased to 
some extent in the periods when the relative differentials were diminished. 
The usual explanation offered for this development is that it results from the 
trade unions securing mainly cost-of-living bonuses or other flat-rate increases 
for all grades of workers when prices are rising, thus raising the lower rates 
proportionately more than the higher ones. But it would be interesting to 
know why this takes place. It might well be in part a reflection of the relative 
shortage of labour in the unskilled occupations. There is little evidence to 
suggest that the narrowing of the relative skill differentials has led to a short- 
age of craftsmen.? The progressive levelling of wages as between the skilled 


TaBLE IV. Shilled and Unshkilled Wage-Rates 
Labourer’s Minimum Wage Rate as 


Skilled Occupation Percentage of Skilled Rate 
1914 1924 1939 1949 
Per cent | Per cent | Per cent | Per cent 
i ae ee ses ae 59 71 75 86 
Enigatighitsie™ so oa aie 505 55 69 72 83 
Bricklayer ... ee as eae “i 71 75 75 80 
Engine driver yas wee ax sss 67 75 72 88 


re 


a thy Sells: British Wages Boards (Brookings Institution, 1939), p. 376. 

. The fact that repetition workers in some sections of the engineering industry, who were 
on payment by results, could earn a good deal more than skilled craftsmen on times rates, 
has led to dangerous anomalies, but that is a different problem, 
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and unskilled workers is not peculiar to this country. In the American 
building industry, for example, there has been a rapid and continual decline 
in the relative skill differentials since 1933, i.e. in the period of great expansion 
for American trade unionism and of rising money wages. _ 

Although the empirical evidence would not in itself be conclusive the 
causal relationship between full employment and the general upward move- 
ment in money wages is well-known. The bargaining power of the trade 
unions—and of individual workers—is greatly enhanced and the ‘Yesistance 
of many employers to wage increases is diminished since they are more able 
to pass on added wage costs through higher prices without suffering, any 
reduction in the volume of their sales. Some of them may even be anxigus 
to increase wages in order to attract labour and increase their ae ae 
Once wages rise more rapidly than the available results of increased pro-. 
ductivity, the wage-price spiral is set in motion with its cumulative effects. 
The pace of this development cannot be decided theoretically, but as Lord 
Beveridge pointed out: ‘... there is no inherent mechanism in our present 
system, which can with certainty prevent competitive sectional bargaining for 
wages from setting up a vicious spiral of rising prices under full employment.’ 

Similarly some of the reasons for the changes within the wages structure 
are fairly obvious. The fear of unemployment compelled most wage-earners 
to stay in whatever jobs they had. Some of the more arduous and less pleasant 
occupations remained among the worst paid, wages varying according to 
ease of entry, the prosperity of the industry, the degree of organisation of 
the workers and other factors. The greater freedom which full employment 
gives to wage-earners in their choice of a job is bound to change this state of 
affairs and establish a closer and more equitable relationship between the 
remuneration attached to a particular occupation and the sum total of satis- 
factions and dissatisfactions which it involves. Hence the existence of under- 
manned industries in post-war Britain. The change may be hampered to some 
extent by labour controls, but, as the war years showed, in a democracy such 
controls cannot be made so effective as to obstruct strong economic pulls. | 

It is important to note in connection with both these consequences of full 
employment the particular influence of what Beveridge calls the ‘ com- 
petitive sectional’ character of collective bargaining. Unions have lived 
by securing wage advances and the power and prestige of union officials still 
depends, at least in part, on their capacity to obtain greater or earlier advances 
than their competitors. Where any one union is in a strong position, for 
whatever reasons, to force up the wages of its members, its example is likely 
to be followed by other unions seeking to maintain the customary wage 
relationships. This tends to make a wage increase given at any one point in 
the system spread throughout until it becomes general, thus discouraging the 
movement of workers into those industries or occupations where they are 
most needed and intensifying the danger of the vicious spiral. 

. The shifts in the wages structure from 1939 to 1949, may appear to 
invalidate this proposition. Certainly they are evidence that trade unions do 
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not bring as complete a rigidity into wage relationships and the labour 
market as has frequently been suggested. But the effect of maintaining 
compulsory arbitration throughout the period, after its introduction in 
July 1940, must be taken into account. The trade unions have been restrained 
with their collective consent from using their bargaining power to the full. 
They have of necessity resorted to arbitration to a far greater extent than in 
any previous period, and the various arbitration tribunals, although not 
subject to government direction, have naturally given more weight to the 
national consequences of their awards than any particular group of employers 
and trade unions would be likely to do in arriving at a wage settlement. If 
compulsory arbitration were abandoned—and it is enforced only by the 
prolongation of a war-time Order—the full effects of the competitive, sectional 
character of collective bargaining would be revealed. 

Our post-war foreign trade position has given added emphasis to the wage 
policy problems posed by full employment while at the same time making 
their solution more difficult. The need to slow down wage increases is all 
the greater when the prices of export goods are an important factor in 
making sales abroad, particularly in the dollar markets. But if wages in the 
export industries are to be stabilised, then so must the general wage level or 
the export industries will suffer from labour shortage. Moreover a general 
increase in wages and other personal incomes may well lead to the taking up 
of increased productivity on the domestic market and thus to a diversion of 
resources from the production of export goods. Thus the scope for those 
upward wage movements which are required to gain trade union consent for 
necessary adjustments in the wages structure is correspondingly limited. We 
have, as it were, to carry out a difficult social experiment with precious little 
elbow-room. 


II 
When we now examine the approaches which have so far been made to 
the wages policy problem, we shall be concerned mainly with the attitude 
of two parties, the Government and the T.U.C. General Council, since they 
have been the prime movers in the shaping of whatever can be said to exist 
in the way of national wages policy. The character and structure of the 


Labour Party tends to make their relationship close and to some extent. 


informal, so that it is difficult to decide how far each party has been influenced 
by the other in its decisions. Has the T.U.C. accepted the need for wage 
restraint wholly out of inner conviction or partly because of a natural desire 
not to embarrass the Labour Government? Has the Government in its turn 
been inhibited from interfering in the workings of the voluntary system 
because of its reluctance to conflict with the trade unions or because it 
regards such interference as uncalled for ?. These questions can only be made 
the subject of speculation at this stage. | 
One thing is clear. The only decisive step which the Government has 
taken in regard to wages policy, the issue of the White Paper on Personal 


t 
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Incomes, came as a complete surprise to the trade unions. The T.U.C. 
immediately lodged a protest with the Prime Minister ‘ against this departure 
from the established practice of prior consultation’. Since February 1948, 
however, the Government has avoided any repetition of these shock tactics. 
Following Devaluation it left the initiative with the T.U.C. General Council 
to produce their own proposals for dealing with the new situation. Their 
main recommendation in favour of a wages standstill until the end of 1950 
(providing the Interim Index of Retail Prices remained within the upper and 
lower limits of 118 and 106) was approved by so narrow a majority at the 
Conference of Trade Union Executives called to consider it in January of 
this year, that it could not be put into operation. Faced with a growing 
pressure for some relaxation of the policy of restraint, the General Council 
have now produced the results of their second thoughts. In the statement 
sent out to affiliated unions on June 28th they recognise ‘ that there must be 
greater flexibility of wage movements in the future ’ and go on to state that : 

‘ They are firmly convinced that there is no formula which can be devised 
as to how this flexibility should operate. Its operation must be left to the 
good sense and reasonableness which has been displayed by unions, particu- 
larly in the post-war period, and with full account being taken of the con- 
tinued warning of the General Council that our basic difficulties still remain, 
even if temporarily lessened in their intensity.’ 

This is supplemented by an offer of ‘ facilities for such consultation as 
affiliated unions may desire to assist them in the consideration of their 
problems.’ We are left then with little more than the White Paper, including 
of course the reactions it has produced in the trade union and business worlds, 
as the one effective contribution to the shaping of a wages policy at national 
level. 

That the White Paper has had an important restraining influence on the 
wage movements which have taken place after its publication is certain. The 
Minictry of Labour’s index of full-time weekly wage-rates which had risen 
by 6 points in the year preceding June 1948, has gained but another 4 points 
during the subsequent two years. How that influence has been exercised is 
less obvious. In dealing with wages policy its one categorical declaration was 
that ‘each claim for an increase in wages and salaries must be considered 
on its national merits, not on the basis of maintaining a former relativity 
between different occupations and industries,’ but it specifically mentioned 
only the case of the undermanned industries as an illustration of the national 
considerations which might justify wage increases. 

The acceptance by the T.U.C. of the principles of the White Paper was 
conditional. The General Council in their statement to the Conference of 
Trade Union Executives held in March 1948 felt it necessary to be more 
explicit than the Government about. the criteria justifying wage increases. 
Two of their provisos, that collective bargaining should remain ‘ unimpaired ’ 
and wage increases permitted in the undermanned industries, had already 
been included in the White Paper. Another. that claims for increased wages 
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were justified where they were ‘ based upon the fact of increased output ’, 
could be said to be in keeping with the spirit of the Government’s policy, 
although the all-important question as to how wages should be related to 
productivity (earnings or wage rates, globally or in each industry) was left 
unanswered. The other two conditions, however, contained important 
modifications of the proposed policy. The General Council pointed to ‘ the 
necessity of adjusting the wages of workers who incomes are below a reason- 
able standard of subsistence.’ No attempt was made then or has been made 
subsequently to define this standard. It has been left to each union to inter- 
pret this particular criterion as it thought fit. 

The further reservation was even more significant. The White Paper had 
condemned the attempt to maintain customary differentials, whereas the 
General Council recognised ‘ the need to safeguard those wage differentials 
which are an essential element in the wages structure of many important 
industries and are required to sustain those standards of craftsmanship, 
training and experience that contribute directly to industrial efficiency and 
higher productivity ’. On a strict interpretation this clause could be taken 
only to justify the maintenance of such wage differentials are as required for 
the above-mentioned purposes and not those which have no economic or 
social justification in the modern world. In the absence of any procedure 
for the examination of wage differentials according to this criterion, however, 
the practical significance of the reservation lay in its assurance to the craft 
unions that they would also participate in any wage increases. 

Thus in 1948 both the Government and the T.U.C. General Council had 
formulated ambiguous wages policies which were not identical. Their appli- 
cation was left to the existing machinery for wage determination. The 
Government pledged itself to follow the principles of the White Paper in its 
own negotiations, hoping that this would serve as an example to others. It 
proposed no sanctions for the enforcement of its policy other than the 
threat to use its powers for controlling prices to prevent the passing on to the 
consumer of any increased wage costs which could not be justified within the 
terms of the White Paper. Apart from the stiffening of the employers’ 
resistance, the most important checks which have been applied to prevent 
wages from rising have been: (1) the retention of the war-time provisions 
for compulsory arbitration; and (2) the self-discipline practised by many of 
the unions in pursuing wage claims. 

The effectiveness of both these checks was likely to diminish with the 
passing of time. At best they could only be regarded as temporary expedients. 
In the nature of things the policy of restraint on the part of the trade unions 
had to be applied largely from above. The force of the economic arguments 
for keeping down wages was likely to be more apparent to the top leadership 
with an overall view of the consequences of abandoning restraint than to 
rank-and-file trade unionists preoccupied with the problem of making ends 
meet in their own domestic economies. Sooner or later the pressure from 
below was bound to build up to the point of forcing union executives to 
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demand some kind of wage increases. And since the maintenance of compul- 
sory arbitration rests upon union consent, there are limits to the extent to 
which arbitrators can turn down wage claims without jeopardising industrial 
peace. 

To sum up. The practice of voluntary restraint on the part of the trade 
unions together with their equally voluntary acceptance of compulsory 
arbitration has been an important contribution to the stabilisation of wages 
and prices over the past two years, but it is doubtful whether it can be 
maintained much longer. A complete wages standstill must be ruled out if 
only on the practical grounds of inadequate trade union support. ‘The Trades 
Union Congress is neither in a position to control the wage claims of its 
affiliated unions nor able—on its own admission—to formulate the criteria to 
distinguish between them. What alternative courses of action are now 
available ? Broadly the choice lies between a return to laissez-faire on the 
wages front and a further move by the Government to promote a more 
specific national wages policy. It may be that for a time with the retention of 
compulsory arbitration it will be possible to avoid a general wave of wage 
increases. But sooner rather than later this main choice will have to be faced. 

A return to laissez-faire in the labour market means the restoration of a 
substantial measure of unemployment to curb the wage-price spiral with all 
its serious implications for Britain’s balance of payments. How great a danger 
an unregulated upward pressure of wages may become depends on many 
political as well as economic factors which cannot be calculated in advance, 
including the rate of increase in productivity, the proportion of the national 
output which will be available to meet wage-earners’ expenditure and the 
moderating effect of a general recognition of the nation’s difficulties upon the 
wage claims of individual unions. But in view of the probable increase in 
defence expenditure following upon the action in Korea it would seem to be 
most unlikely that real wages can be increased, and it is a highly speculative 
gamble that the ‘ good sense and reasonableness’ of individual unions will 
suffice to reconcile greater flexibility in wage determination with price 
stability. This prospect alone should provide reason enough for responsible 
trade union leaders to consider the second alternative despite their dislike 
of any further government intervention in the field of industrial relations. 

But the case for the development of a national wages policy rests on more 
than the two closely related reasons already mentioned, employment policy 
and Britain’s foreign trade position. If we are moving towards a society in 
which economic planning is employed for the purpose of securing a more 
equitable distribution of incomes, this also has its implications for the wages 
structure. In the past the labour movement has related its demand for social 
justice mainly to the distribution of income between property-owners and 
workers. Although this aspect of its demand is by no means exhausted, the 
progress which has been made in the redistribution of incomes, mainly 
through fiscal measures, does raise the question whether the same general 
objective has not some relevance to wage relationships, especially at a time 
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when severe material limits are imposed on the possibility of improving the. 
standard of living of all wage earners. The widespread recognition of the 
priority of the claims of the lower-paid workers is a clear illustration that the 
problem of equity in relation to wage incomes cannot be ignored. And 
collective bargaining will not in itself take such considerations into account, 
since it leaves wages to be settled—as the Webbs pointed out—by ‘a trial 
of strength between the parties ’. 


Ill 

Having stated the reasons which favour the adoption of a national wages 
policy we have now to examine in greater detail what this step implies. 
Clearly it cannot mean government wage-fixing and the end of the voluntary 
system. The trade unions will never voluntarily relinquish their independ- 
ence and it would be a sad day for British democracy if they were to become 
mere servants of the State. Their protective function is, if anything, more 
important in a planned or partially planned economy than it was under Jaissez- 
faire, although the way in which they exercise that function will have to 
change. 

Trade union consent is required for the introduction of any form of 
control over wage movements. For this reason the Government has under- 
standably preferred to place the problems before the leadership of the trade 
union movement and to leave them as far as possible to work out their own 
solutions. This has had the undoubted advantage of encouraging the unions 
to look at wage issues in their full economic context, to give real wages as 
much significance as money wages and to relate both to fiscal policy. The 
hope has been that if the trade unions were collectively to adopt their own 
national wages policy, to which they were prepared to subordinate their 
individual claims, the dangers arising on account of the competitive, sectional 
aspects of collective bargaining would be overcome. After all, collective 
bargaining has progressively widened its scope by a process of natural 
evolution. Why should industry-wide bargaining not give place to nation- 
wide bargaining, at least on the global changes to be made in the national 
wages bill ? The example of Norway has frequently been cited to show that 
this is possible, once the unions are prepared to give sufficient authority to 
their central body. 

In this country, however, a co-ordinated trade union wages policy brought 
about by trade union initiative can hardly be regarded as a practical possi- 
bility for the time being. Recent Trades Union Congresses have made it 
clear that any attempt to strengthen the powers of the General Council would 
be decidedly unpopular. Nor is there any strong sentiment, comparable with 
that which existed at the end of the first World War, favouring a complete 
reorganisation of the T.U.C. From several points of view this may be re- 
gretted but it is a fact, and a fact which must be reckoned with in looking for 
solutions to the wages policy problem. Whether it would be a good thing 
for the British trade union movement if more power were placed in the 
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hands of its top leadership is another question. In the opinion of many 
observers the negotiations which settle his wages and conditions have become 
too remote from the ordinary wage-earner and led to a weakening of his 
interest in union activity. The revitalising of trade union democracy may, 
of course, depend upon the development of new activities on the part of the 
unions, for example in the field of joint consultation. But whatever we may 
think about the advisability of the T.U.C. (or some reconstituted British 
Trade Union Federation) adjudicating on the wage claims advanced by its 
affiliated organisations, the immediate position is defined by its declared 
conviction ‘ that no formula . . . can be devised ’ to distinguish among them. 
The initiative must now come from the Government if there is to be any 
initiative at all. 

The challenge which the Government faces lies precisely in the words 
that have been quoted. Can a formula be devised ? Is it possible to work out 
more specific criteria than were contained in the White Paper which would 
help to distinguish between justified and unjustified wage increases. It is 
useless to pretend that flexibility can be combined with restraint in full 
employment conditions, unless wage claims can be assessed on their national 
merits. We all consider our incomes inadequate for one reason or another. 
If it is impossible to define the reasons why some incomes should be increased 
and others not at the present time, how shall we know whether we are entitled 
to press our claims ? The members of every trade union are inclined to regard 
their own wage claim as having some special justification. Either the argu- 
ments which the union advances in support of its demands are examined and 
judged in accordance with agreed national standards, so that the resulting 
wage settlements show reasonable consistency or it becomes a question of 
whether the union is powerful or troublesome enough to secure satisfaction. 
In the latter case, where a sufficiently aggressive attitude is the main criterion, 
a general competitive scramble for wage increases is the inevitable conse- 
quence. 

No-one familiar with the intricacies of collective bargaining, and the 
manifold considerations involved in the settlement of any particular wage 
claim, will view with equanimity the task of formulating the criteria which 
are needed to provide the essential content of a national wages policy. It is 
not sufficient that they make sense. To be applied successfully they must 
obtain a large measure of suppori from both sides of industry. If they are 
too rigid they will fail to take into account the special circumstances relating 
to each wage claim. If they are too general they will provide no guidance at 
all and raise innumerable difficulties in interpretation. Without a firm con- 
viction that a national wages policy is a necessity no government would be 
willing to grasp this nettle. There is only the consoling thought that Rome 
was not built in a day. Even if a start has to be made with imperfect, in- 
adequate and ambiguous criteria, there is always the possibility of advancing 
to a more precise policy by learning from experience. Every other social 
problem has to be tackled in this way. Many inherent difficulties are only 
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revealed after a new experiment has been launched, but then at least there is 
an urge to overcome them. 

How can this problem of formulating the criteria best be approached ? 
Certainly not in the belief that we have only a number of theoretical questions 
to answer. So many conflicts of interests and difficult decisions are involved 
that in the last resort the traditional if indefinable qualities of British state- 
manship—common sense, fair play and a willingness to compromise—will 
have to play their part in producing an agreed solution. Nevertheless the 
subject demands some theoretical illumination if only to define the main 
issues on which decisions have to be taken. 

Each year it should be possible to calculate what total increase in the 
national wages bill can safely be provided. It is then necessary to look at the 
principles which should govern the allocation of this amount among various 
industries and occupations. This in turn raises the further question of the 
priority to be assigned to these principles within the economic limits of the 
time. 

Not that a hard-and-fast limit can be set to the global annual increase in 
wages. The kind of planning we are envisaging does not make it possible to 
control wage movements completely but only to influence them. What we 
need is an estimate which will indicate whether the general movement of 
wages is likely to lead to inflationary or deflationary consequences. Such an 
estimate being dependent on other estimates—of the probable increase in 
productivity, the change in exports and imports, the amount of investment, 
etc.—can in any case only be approximate. We have also to bear in the mind 
that there are a number of variables—of which the national wages bill is one— 
which can be adjusted to secure stability. To some extent the Government 
can modify its fiscal policy to suit actual or impending changes in the wages 
bill in order to reduce inflationary pressure. An increase in taxation or a 
decrease in Government expenditure may be less desirable than a severer 
limit on wage increases, but the alternatives can be clearly stated and made, 
as far as possible, the subject of consultation between the Government and 
the representatives of both sides of industry. Such consultation already takes 
place. It could be developed into an established procedure in relation to the 
other aspects of wages policy. 

The question of priorities, although one on which there are bound to 
be conflicts of opinion, cannot be settled by theoretical argument. It is 
essentially a matter for negotiation and compromise among the three main 
parties concerned, although the final decision must lie with the Government. 
However, it is not a new problem. In deciding to accept the principle of 
equal pay for men and women doing the same work in relation to its own 
employees, while delaying its application indefinitely, the Government was in 
fact assigning a relatively low priority to this particular objective; at least it 
was not placing it near the top of the list. If a considerable section of the 
public objects to such a decision it can exert its influence to change it through 
the available democratic channels, 
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It is when we come to consider the nature of the principles which should 
influence the allocation of the total increase in wages, and thus the design of 
the national wages structure, that the greatest difficulties arise. Here em- 
pirical study and theoretical analysis might be expected to lend a helping 
hand. But what do we know about the various types of wage differentials, 
their nature and extent, the reasons for their existence and change? Very 
little. One urgent task, then, which arises from the need for a national wages 
policy, is a more adequate study of existing wage structures. Meanwhile we 
must examine the arguments on which current wage claims are likely to be 
based and see how far they can be fitted into a reasonably consistent scheme. 

Wages have two main economic functions. As a form of income they 
serve to distribute a great part of the product of industry and as a cost they 
affect the allocation of resources within the economy, including the level of 
efficiency in the productive use of those resources. This distinction will 
serve to divide the arguments which may be advanced for wage increases 
into two groups, according to whether they are mainly concerned with the 
income or production aspects of wages. 


IncoME ASPECTS 


1. This is not a living wage. 

2. Profits are high. 

3. The cost of living is rising. 
4. Others have had an increase. 


PRODUCTION ASPECTS 


4. ‘The occupation is or will be undermanned. 
5. Productivity has been raised. 
6. A wage increase will help to raise productivity. 


This catalogue is not complete but it includes the main criteria, which 
have to be examined to see how far they are based in principles which should 
influence the design of the wages structure. It is important to consider 
whether they are intended to relate to wage-rates or earnings and also dis- 
tinguish between the short-run and the long-run effects of.a wage increase. 
Our comments will be brief and not always conclusive but they may serve 
to reveal the decisions that have to be taken. 

At present the main claim which is made on grounds of equity, that is 
from the income aspect of wages, is for preferential treatment of the lower paid 
workers because they are not in receipt of a ‘ living wage’. Linked with this 
but ‘not necessarily identical is the objective of establishing a national 
minimum wage. ‘To establish such a minimum by legislation would hardly 
be in line with the whole institutional pattern of industrial relations in this 
country and would fail to take into account the varying working conditions and 
other relevant circumstances in different industries. We are, however. 
considering an alternative proposition not open to the same objections, namely 
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the acceptance of this principle as one which would justify some wage 
increases to-day. But how to apply the principle ? The Government could” 
make its wages policy explicit by specifying a definite wage rate or level of 
earnings below which is considered special hardship to exist, adjustments up 
to this level then being regarded as permissable. But agreement on a figure 
low enough to prevent widespread wage increases, which would exceed the 
economic limits, might be impossible to secure. Moreover, if a definite 
minimum were fixed as a guide, it might cause more dissatisfaction among the 
workers whose present wages were just above it than was removed by meeting 
the claims of those whose wages were below. The only alternative would be 
to state the principle in general terms and leave the way open for flexible 
application in each particular case. It would be necessary to decide whether 
the principle applied to wage rates or earnings and to ensure that there was 
some co-ordination of the standards accepted by the various arbitration 
tribunals. 

It has been suggested that since the size of the family is the main cause of 
economic hardship among the lower-paid workers such hardship could best 
be overcome by an increase in family allowances rather than by adjusting the 
wages structure. If equity were the only consideration this argument would 
probably be decisive, but an increase in family allowances would not in fact 
remove the trade union pressure for wage increases. Moreover the industrial 
differentials which exist among lower paid workers on comparable work are 
a frequent source of grievance and unrest. There is a great deal to be said for 
the attempt—if only gradually—to level out such disparities which have arisen 
for historical reasons, so that eventually the national wages structure can be 
said to have a solid floor. 

In this connection we have also to consider the relationship of wages to 
the cost of living. If a national minimum is to be established, by whatever 
method, it has to be thought of in real terms. But it does not follow that all 
wages should be adjusted to compensate for any increases in the cost of living. 
If this principle were accepted it would be tantamount to a pledge that 
under no circumstances would the total real income of all wage-earners be 
allowed to fall. With the world as it is to-day no British Government acting 
responsibly can give such a pledge. The fact that cost-of-living sliding scale 
agreements exist, however, makes it imperative for the Government to con- 
tinue as long as possible with its policy of holding the wage-earners’ cost of 
living stable, otherwise substantial, automatic wage increases are bound to 
result in claims by unions in other industries and in a dangerous distortion of 
the wages structure if they are resisted. 

There are a number of reasons for rejecting ‘ high profits’ as a criterion 
for wage increases. One of them is that it is very doubtful whether profits 
will in fact be diminished in this way. In full employment conditions the 
cost may be passed to the consumers in the form of increased prices, leading 
to higher not lower money profits. Where a decrease in profit incomes is re- 
garded as socially desirable, it will have to be achieved by government action of 
one kind or another. But such arguments apart, if this principle were accepted 
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it would have certain dubious consequences. In the first place it would run 
counter to any rational design of the wages structure, since it would favour the 
development of industrial wage differentials based on conditions largely 
extraneous to the state of the labour market. That such differentials do exist 
to-day, that the workers in metal manufacture enjoy a relatively high wage 
level because of the control which the employers have had over the prices of 
their products, is true. But these are differentials which can and should be 
reduced. Also if the profit argument were accepted as justifying wage 
increases it might be taken to imply that wages should be cut when profits 
fell, a conclusion which the trade unions have good reasons not to favour. 
On the whole it would seem an outcome of the adoption of a national wages 
policy that, as far as possible, prices should be adjusted to wages rather than 
wages to prices, with profit margins or profit incomes reduced by appropriate 
government action. 

If general price stability is to be maintained the Government must ensure 
that increased productivity leads to price reductions. In some industries, as 
for example the railway service, wage increases are bound to lead to increased 
prices: any resultant economy in the use of manpower is not likely to be sufficient 
to prevent this. Such price increases must therefore be counter-balanced by 
price reductions elsewhere, and if the imperfections of the market or the 
monopoly arrangements among the manufacturers frustrate this outcome 
it must be brought about by government action of one form or another. In 
other words a government wages policy demands a government price policy 
as its indispensable counterpart. Neither can succeed on its own. 

The need for wage increases in the case of undermanned occupations 
has been fully recognised on all sides. But this is a criterion which requires 
careful definition. We have deliberately refrained from using the term ‘ under- 
manned industries’ because it is misleading. Frequently there is not a 
shortage of labour in all occupations in a particular industry. It is therefore 
necessary to consider in which occupations there may be a case for a wage 
increase and not to assume because of the prevalence of industry-wide 
bargaining that a flat rate increase for all workers is required. Another 
question which arises is whether a sufficient influx of new workers depends 
primarily upon a change in the wage level or upon other factors, such as 
working conditions. Finally there is the danger of taking too short-term a 
view of the situation. If wages are increased to assist in overcoming what is 
only a temporary labour shortage they cannot easily be cut when subsequently 
a problem of redundancy arises. In other words to apply this criterion satis- 
factorily it is necessary to investigate carefully the effects of a change in wage 
differentials on the supply and demand relationships for labour in various 
occupations and industries. Even then there is bound to be a large element of 
trial and error in the decisions taken. 

Skill differentials are a particular case of this general problem. If at the 
present time the wages of some of the lower-paid workers were raised there 
would certainly be a strong demand on the part of the craft (or multi-craft) 
unions to maintain the previous differentials. This has undoubtedly been 
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one of the main reasons why so far practically nothing has been done to 
improve the standards of the lower-paid workers, despite the Prime Minister’s 
appeal to the 1949 Trades Union Congress.! If the ‘ undermanned ’ criterion 
were accepted as a part of a national wages policy, with the qualifications 
mentioned, it would mean that unions seeking to maintain previous differ- 
entials would have to prove that the narrowing of the differentials was likely 
to lead to a shortage of the skilled craftsmen they represented. This is by no 
means certain under full employment since a skilled occupation often offers 
greater satisfactions than an unskilled one. 

The two productivity arguments which have been mentioned need to be 
sharply distinguished. The fact that productivity has increased in a particular 
industry is not in itself a valid reason for increasing wage rates in that 
industry. Higher productivity may be due to many other factors than 
increased effort on the part of workers. The industry may be favourably 
placed to make improvements in its capital equipment. It may even be able 
to improve its organisation for the reason that it was particularly inefficient 
in past. As with profits, to tie wages to changes in productivity would work 
both ways for the trade unions. If accepted as a principle it would imply 
that in industries like building, where, for whatever reasons, in certain 
periods productivity fell, wages would then be reduced. It is surely only 
necessary to state this reverse application of the same principle to make its 
absurdity apparent. 

It is the general level of productivity which should influence the general 
level of wages rather than the changes in the relative productivity of in- 
dividual industries the wages structure. Given a national wages policy the 
changes in productivity would be taken into account in gauging the economic 
licnits to wage movements as a whole. Of course this applies to wage rates 
and not to earnings. Where earnings are based on some system of payment 
by results they will vary with the output of an individual worker or group of 
workers. But where increases in productivity are the direct result of an 
increased effort on the part of workers and their acceptance of a heavier work 
load it is obvious that there should be a compensating increase in their 
incomes. The quantitative extension and qualitive improvement of systems of 
payment by results in British industry raises many intricate questions which 
cannot be dealt with here. To some extent in recent years production 
bonuses have been introduced as a veiled form of wage increase in order to 
attract labour. On the other hand the degree of national control which can be 
exercised over incentive wage schemes is very limited, partly because they 
have to be worked out at the workshop level but also because there is a 
strong case for allowing plenty of freedom for new experiments. Nevertheless 
obvious breaches in a national wages policy which occurred on the pretext of 
introducing incentive wage schemes would have to be checked. 

What about the last criterion in our list ? How far may wage increases be 


1 described it as ‘ bad economics and bad social morality ’ where ‘a justifiable ad- 
Sahota ried for an underpaid section of the workers ’ led ‘ to demands from those who 
have enjoyed higher wages. . . in order to maintain the same differentials between them 


and the lower-paid workers ’. 
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necessary to raise productivity ? Higher wages in individual industries may 
often be conducive to labour-saving changes in industrial organisation, but 
we have in the present British context to start from the assumption that 
money wage increases must be minimised as far as possible. Apart from wage 
incentive schemes, already considered, the main cases which may have to be 
judged in relation to this principle in the near future are : (a) where a wage 
increase can be linked with trade union consent to the proposed re-organisa- 
tion of an industry or service which would reduce its labour force (e.g. in the 
civil service or on the railways); and (b) where some increase in the total 
wages bill is required to bring about a rationalisation of the wages structure 
in an industry (e.g. in engineering). The prospect of permanent productivity 
gains, either as a result of a better utilisation of labour or by the elimination 
of wage anomalies which are a perpetual source of grievance, would probably 
provide a strong case for a wage concession. 

To conclude this very cursory examination of the validity of the various 
arguments brought forward to justify wage increases it may be helpful to 
attempt a summary of its practical outcome. What it appears to suggest in 
the way of content for a national wages policy in the immediate future is that 
wage increases should be limited to those cases where they are required : 

I. to improve the standards of the lower-paid workers, where special 

hardship exists; 

2. to promote increased productivity; and 

3. to adjust any differentials which are plainly inadequate to ensure 

sufficient recruitment to the occupation. 

The size of the increases has to be regulated by the estimate of the ‘ safe ’ 
global increase in the total wages bill. If we were to express an opinion on 
priorities it would be that the three criteria have already been arranged in 
their current order of importance. 

The main purpose of this article has been to demonstrate the need for a 
national wages policy and to indicate the lines along which it may be formu- 
lated. We have not considered what changes this may demand in the existing 
machinery of wage determination, beyond rejecting the extreme proposal for 
universal statutory wage regulation. But there can be little doubt that in the 
long run deliberations about wages policy must be given an institutional 
framework in which workers, employers and the Government can evolve 
methods of settling competing claims within the economic limits set by 
productivity changes. The author has developed elsewhere proposals for a 
tripartite National Wages Board which could fulfil these functions.! It may 
not yet be regarded as a practical proposal by those most directly concerned, 
but the increasing burden of re-armament which may swallow up more than 
the normal productivity increase will greatly add to the urgency of finding an 
acceptable solution. 

In any case agreement on policy is a necessary preliminary to the deciding 
of how it is to be applied. ALLAN FLANDERS. 


? Allan Flanders, A Policy for Wages (Fabian Society, 1950). 


